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Before Christmas you asked that an inter-departmental group of officials

should study the lessons of the 1981 pay dispute in the non-industrial Civil

Service,

The Official Group on Lessons from the Civil Service Dispute (MISC 65)

was set up under Cabinet Office chairmanship and its report is now attached.

2. I annex immediately below this minute Part 7 of the report, which summarises

the conclusions and recommendations,

of the arguments supporting the conclusions and recommendations.

The full report consists of a full statement

It would be

a sort of bible if we had to fice a dispute, but I do not think you need read it

all now, though if you have time you may find it interesting to read Parts 1-3,

vhich are all fairly short, since they contain some food for thought about

the general nature of the industrial relations problem in the Civil Service and

about the ways in which morale and communications might be improved,

3. One point which emerges strongly from the report is how much the Government

will depend in any future dispute on retaining the loyalty of middle managers.,

There ‘has undoubtedly been some sense of alienation from the Government as

employer at middle management levels over the past year or so, and this has

potentially serious implications,

During the 1981 dispute the efforts of some

middle managers and some other key staff helped to contain the cost to the Govern-

ment — for example a small number of key staff in the Revenue Departments prevented

the temporary loss of revenue from being £12 billion rather than £6 billion and

the extra interest cost to the Government from being £1 billion rather than £}

billion,

We should need to rely on similar cooperation in the future,

The

efforts of middle managers are crucial to most departmental contingency plans and

to the successful application of many of the sanctions against those who take

industrial action,
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putting across to subordinate staff the reasoned arguments in support of the

Govermment®s position in pay negotiations,

4, An important lesson is therefore that in all our dealings with the Civil
Service, both in this year's pay negotiations and on non-pay issues, the Govern-
ment will need to do all it can to improve the morale and strengthen the loyalty

of its employees, particularly at middle management levels.

5. By far the largest section of the report is that (Part 5) which deds with
management responses to indnstrial action. It reflects a very full cxamination
and discussion of about a score of possible options which might be open to the
Govermment to deter industrial action before it occurs, to counter it when it

is in progress, or to help bring it to an end.

6. It emerges from this analysis that the Government now has in Temporary Relief
from Duty (TRD) a weapon well developed and refined in the light of experience

in 1981, for use when staff are not working normally or as directed. But it
has some limitations., One limitation, the practical difficulty of applying it
when local managers are unlikely to cooperate, i; t60 be further studied in the
light of the report so that departments can share their experience in overcoming
the operational problems, The other limitation is however more fundamental,
TRD cannot be used against staff who are prepared to work normally and as directed.
It cannot therefore be used to counter the unions! tactic, skilfully exploited

in 1981, of imposing considerable costs on the Government at modest cost to
themselves by selective strike action confined to a few carefully chosen groups

of staff,

7. MISC 65 therefore gave much attention to ways of dealing with this problem,
One option, which was considered last year, is to legislate to permit the lay-off

witout pay of staff who are without work as a result of the industrial action
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of others, and draft legislation was prepared on a contingency basis. The
possibility of taking such powers in respect of white collar employees generally
was considered in the context of the Employment Bill and may arise again during
the Bill's passage through Parliament, MISC 65 considered the possibility of
legislation confined solely to the Civil Service. This would however be a very

radical and a very.provocative (because discriminatory) step, and the advantages

and disadvantages would need to be weighed very carefully as the report indicates,

An even more radical step would be to take powers confined to the Civil Service
to suspend staff without pay even when they were genuinely willing to wdrk
normally and their work was not affected by the industrial action of others.

Such measures would undoubtedly provide the Govermment with the means of going
on to the offensive against the Civil Service unions to a much greater extent
than is possible at present. But there are dangers as well as possible benefits,

and the balance of advantage would need to be assessed carefully at the time,

8. In addition MISC 65 considered a whole range of other possible management
responses and made specific recommendations in certain areas, for example union
"check-off" facilities, the taxation of strike pay, management ballots, and

clarifying the obligations of managers in relation to industrial action,

9. You will probably want to discuss the report with the Ministers mainly
concerned with Civil Service pay negotiations, The discussion might be concemrs

trated on the following points:

s

i, the need for a strategy based on the twin goals of strengthening morale

and loyalty, as well as being resolute and resourceful in withstanding

industrial action;

ii, the implications of this strategy for:

a, the handling of issues affecting Civil Service morale in the longer

term;

b. communications in negotiations and during a dispute;
iii, the proposals in Part 4 on organisation during a dispute;
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iv. the specific conclusions and recommendations about management responses
to industrial action (a. - gq. in 5,77 and 7.6) and particularly the
proposals for further action on:

a, discontinuance of "check-off" facilities;
vb. taxation of strike pay; 4
c. cost and feasibility of management ballots;

d. clarifying the obligations of managers;
v. the arrangements for meviewing contingency plans in Part 6 of the report,.

10, I am sending copies of this minute and of the report to the Chancellor of
the Exchequer, Secretary of State for Defence, Secretary of State for Social
Services, Chancellor of the Duchy of Lancaster, Secretary of State for Employment,
Attorney General, Minister of State, Treasury (Mr Hayhoe) and Mr Ibbs.

ROBERY ARMSTRONG

ROBERT ARMSTRONG

11th February 1982
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PART 7: SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS

7.1  The Report's conclusions and recommendations are summarised in the

following paragraphs,

Origins, nature and outcome of the dispute
7.2 Part 1 of the report describes briefly the origins, nature and outcome

of the dispute. This brings out the following main points -

a. For many staff, particularly in the middle and higher grades, the
dispute was less about the level of pay increase in 1981 than about

the suspension and termination of the Civil Service Pay Agreements

and the fact that the Government did not feel able to offer any specific

assurances about Civil Service pay arrangements in the longer term,

b. Although the industrial action lasted for 22 weeks, the financial
cost of the dispute to the unions and their members was modest

(£24 million); this is because, after the national one-day strike on

9 March 1981, the numbers on strike (or temporarily relieved from duty
because they were not working normally or as directed) rarely exceeded

5,000, less than 1 per cent of the non-industrial Civil Service.

c. While the Government largely achieved its pay objectives, which
were important both for public expenditure and because of the wider
repercussions on the pay round, the financial cost of the dispute to
the Government was considerable (notably an additional interest cost
of £0.5 billion through delayed tax revenue), and there were many
other penalties, both macro-economic (eg the distortion of the
monetary aggregates) and managerial (eg the deferment of taxation of
unemployment benefit and the delay in computerisation of Schedule D
tax).
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de The cost to the Government would have been much greater (eg an
interest cost of £1 billion rather than £0.5 billion) but for the
co-operation of a small number of key staff at middle and senior
management level who took on duties beyond their normal work; the
availability of similar co—operation in the future may be vital,
Analysis of the problem B
7.3 Part 2 of the report analyses the nature of the problem and makes the

following main points -

a. If the Govermment is to prevent and deter industrial action in the
future, and if such action occuré, to counter it satisfactorily, it
must, like other employers, pursue two goals: one is to secure and
retain the loyalty of at least a substantial majority of the staff;
the other is to be, and be seen to be, sufficiently resolute and

resourceful to withstand industrial action sucessfully,

b. The Government, unlike other employers, has to take into account
not only its responsibilities and objectives as an employer but also
its responsibility for the management of the economy as a whole, Thig
can make it more difficult for staff and management in the Civil Service
to see themselves as having the same sort of commumnity of interest

as can sometimes arise in the private sector in ensuring that a

business remains viable,

c. If and when a dispute occurs, the Government may have to weigh
conflicting considerations: +the possibility of bringing the dispute
to an earlier conclusion by increasing the cost to the unions against
the risk of increasing the financial cost to the Government and

" worsening the disruption of services; and the short-%erm objective
of bringing a particular dispute to a successful conclusion against
the longer-term objective of improving industrial relations and

thereby improving efficiency,
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de For 1982 the unions themselves as yet have no particular plan and
may hold their hand with the Megaw Report due in the summer., If there
is industrial action, the most likely form is further selective

strike action, although the unions' tactics may not be the same as in
1981,

Improving the climate of opinion
7.4 In order to improve the climate of opinion before and during pay
negotiations and during a dispute it is recommended in Part 3 of the Report

that -

a. Although the Government should continue to ensure the support of
public opinion in future disputes in the Civil Service, strengthening
the morale and loyalty of staff, particularly at middle management
levels, is important both in avoiding disputes and, if disputes do

occur, in ensuring a successful outcome,

b, On the main issues affecting morale over the next year or two

(eg the 1982 pay negotiations, future pay arrangements post-Megaw,
pensions, manpower, and new technology) the impression should be
avoided that the Civil Service is being singled out for especially
rigorous treatment, and the Government should seek to create confidence

that it intends to deal fairly with its own employees,

ce Action should be taken, where possible, to improve morale in the

longer term by dealing with matters unconnected with the main pay issues,

d. If a dispute occurs it is essential to have a reasoned message,
supported by arguments and evidence, which can be put across persuasively
to staff,

e. Public statements should also be prepared with an eye to the effect

on employee opinion.,

f. More use should be made of the management chain from Ministers through
senior management to middle managers, to put across the reasoning behind
the Government's position, and this process could also provide valuable

feed-back about the development of staff opinion.
MANAGEMENT—IN;%gNFIDENCE
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Organisation during a dispute
7.5 On organisation during a dispute it is recommended in Part L of the

Report that -

a., A standing group should be set up, with the composition described in
paragraph 2.5, to meet not less than once a week with a Treasury
Minister as Chairman but with a senior Treasury official as Deputy
Chairman under whom the Group would meet except when there was

business of particular importance.
b. The terms of reference of the group should be set out in paragraph 4,6,

c. The group should also undertake the further work proposed in
Part 5 of the Report and the assessment of departmental contingency

plans proposed in Part 6 of the Report.

Management responses to industrial action.
7.6 On the possible responses by management to industrial action, the
group's conclusions and recommendations in Part 5 of the Report are as

follows -

a. Temporary relief from duty (TRD) remains, as in 1981, an important

sanction where staff refuse to work normally or as directed. The
simplified, in the light of experience in 1981, In order to overcome
the operational difficulties where local managers are themselves with-
holding co-opération, Departments, particularly those with numerous
local offices, should consider carefully how the TRD procedures might
be most effectively administered in the future and the outcome of
these reviews should be reported to the standing group of officials

discussed in Part 4 of this report,

b. The option of reduced pay should be considered only in limited
circumstances where the practical problems could be overcome and the

use of TRD could not be justified.

60
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¢ce The use of disciplinarv procedures shouI@\not be considered as a

means of seeking to end widespread industrial\hcﬁion, although these
procedures may, as in the past, be appropriately used to deal with

some individual cases,

d. The draft legislation already prepared to permit lay-off without pay
should be retained as a contingency measure and its provisions reviewed
from time to time in the light of experience, with a view to its speedy

introduction, if necessary.

e, Until the new Employment Bill has been enacted, summary dismissal

is unlikely to be a useful sanction to deal with widespread and
concerted industrial action; although the new Bill will provide
additional flexibility, some practical constraints will remain and

the risks would have to be assessed carefully at the time,

f. Legislation to permit suspension without pay, even in circumstances
where staff were genuinely willing to work normally and their work

was not affected by the industrial action of others, would be a major

step going far beyond the contingency legislation on lay—off at ds

above, If however Ministers were to conlude in a future dispute that

the circumstances justified such a radical step, the necessary legislation

could be prepared quickly,

ge Although industrial action is taken into acount to some extent in
judging fitness for promotion, it would be disadvantageous to management
to make it a general rule that this factor should be explicitly and

systematically considered as a criterion for promotion.

h, In those Departments where it would be appropriate it should be
made clear to staff either immediately before or early on in the course
of a period of industrial action in the future that the need to deal
with backlogs of work once normal working has resumed would be given

priority by management in deciding when annual leave might be taken,
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i, Union facilities (other than check-off) are already withheld on

particular occasions to avoid their being used in industrial action

and it would be disadvantageous to go beyond this,

je The Government should clarify in the discussions about the new
Facilities Agreement that it would be free to discontinue check-—off
in the event of industrial action, and the necessary preparatory

work on implementation should be put in hand on a contingency basis.

k. The possibility of making strike pay taxable should be considered
in detail by the Inland Revenue,

-}
.

The unilateral implementation of a pay offer is unlikely to prove

an effective tactic, except in special circumstances,

m. Consideration should be given in the discussions following the
Megaw.-Report to the possibility of introducing an explicit provision

in the new Civil Service pay arrangements that pay settlements will

not be backdated if agreement has not been reached by the due settle-

ment date,

n, The tactic of making pay offers conditional on not taking_industrial

action is worth considering only in certain limited circumstances.

0. The option of a mangeﬁent ballot should be kept in mind in future

disputes for use in certain circumstances but there are some practical
problems, The Treasury should undertake a study in consultation with
other Departments concerned to establish the cost and feasibility of
conducting management ballots in the non-industrial Civil Service; in
the light of this study Ministers would then need to consider whether
plans should be made to carry out such ballots on a contingency basis
and if so whether the Government should undertake the task itself or
call on a third party,
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P. The approach of '"no-strike" legislation or agreements is not worth

pursuing unless, contrary to current thinking, the Government were to
contemplate, following the Megaw Inquiry, some particularly advantageous
and assured method for determing Civil Service pay in return for which
the unions might be expected to accept without further inducement some

restriction on their rights to take industrial action,

g It would not be feasible to make major changes affecting the scope
for civil servants to take industrial action by dealing with individual
contracts. Farther study should however be given to the possibility

of clarifying the obligations of managers in relation to industrial

action,

Departmental contingency planning

7+7. On contingency planning it is recommended in Part 6 of the Report that -

a. The main points in the contingency plans of each Department should
be submitted to a Departmental Minister and his attention should be
drawn to the limitations of the plans and to the assumptions on which
they are based.

b. Once the bilateral discussions on the plans between central and
individual departments have been completed an assessment of the overall
position should be considered by the standing group of officials proposed
in Part 4 of the Report, and should then be submitted to the Chancellor
of the Exchequer,
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LESSONS FROM THE 1981 CIVIL SERVICE DISPUTE

Report by the Official Group

INTRODUCTION

The Prime Minister asked that an inter-departmental group of officials should
study the lessons of the 1981 pay dispute in the non-industrial Civil Service.
The Official Group of Lessons from the Civil Service Dispute (MISC 65) was set
up under Cabinet Office chairmanship for this purpose; the membership is

ligted at Appendix A.
2. The main events in the dispute are listed for information at Appendix B.
3 In the following report -

Part 1 describes briefly the origins, nature and outcome of the
1981 dispute

Part 2 analyses the problems facing the Govermment in future

disputes
Parts 3 to 6 consider the scope for action under various broad headings:

Part 3 - improving the climate of opinion before and during

pay negotiations, and during a dispute

Part 4 - organisation during a dispute

Part 5 - the responses available to management in a dispute
Part 6 - departmental contingency planning
Part 7 summarises the Group's cenclusions and recommendations.
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PART 1: ORIGINS, NATURE AND OUTCOME OF 1981 DISPUTE
Origins

1.1 Industrial action in the non-industrial Civil Service pay dispute lasted
for 22 weeks from March to August 1981, As the summary of main events in
Appendix B makes clear, the dispute was only partly about the level of pay
increaée in 1981. For many staff, particularly in the middle and higher grades,
the dispute was about the suspension and termination of the €ivil Service Pay
Agreements, and fhe fact that the Government did not feel able to offer any
specific assurances about Civil Service pay arrangements in the longer term,
There was also a widespread feeling among civil servants, fuelled by
Parliamentary and media comment, that the Government did not hold its employees
in high regard. The unions therefore found it easier than in 1979 to gain
support for industrial action. There is evidence that many of the civil
servants who did not take industrial action, including many middle managers,
continued working only, as they saw it, from a sense of loyalty to the service
they were providing and to the Crown and felt themselves strongly alienated
from the Government as their employer. Those considerations are relevant to
attempts to avoid industrial action in the future and to the Government's

ability to withstand such action at reasonable cost,
Industrial action taken

1.2 Although the dispute was long drawn out, the number of man-days lost
(about 1 million) is not large in relation to the number of non-industrial

civil servants affected by the dispute (535,000). This is because, after the
initial one-day strike on 9 March, and with the exception of half-day protests
on 1 April and 14 April, the unions' tactics were to call out on long-term
strike a number of workers in key areas, mainly connected with the flow of
Government money and with computer operations; and to supplement this by
walk-outs, :and protest meetings, of short duration in most Departments and other

disruptive action (at ports and airports, for example)., The numbers on strike

1
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and TRD* rarely exceeded 5,000 (less than 1 pexr cent of the non-industrial
Civil Service) at any one time., The Departments mainly affected by selective
action and-TRD were the Inland Revenue (maximum number 2,466), Customs and Excise
(834), Defence (1,026), the Scottish Courts Administration (446), the DHSS (47%)
and Fmployment (521). The bulk of the action took place outside London, for
example in computer centres such as those of the Inland Revenue at Cumbernauld
and Shipley, of the DHSS at Reading, Washington and Livingston, of Customs and
Excise at Southend and of the Department of Transport at Swansea; and in parts
of MOD, Although the total number of man-days involved in the selective action
and arising from TRD was only 413,000, more man-days were lost as a result of
it because some staff were left with no work (110,000 man—days) or insufficient
work (440,000 man-days). The cost to the Governmént was considerable as
paragraph l.4 below demonstrates. The type and location of industrial action
experienced in 1981 needs to be borne in mind in considering the responses

open to management in future disputes.
Costs to unions and members

1.3 The cost of the dispute to the unions and members is estimated at

£24 million in lost salaries and running costs. Of this £13 million represents
the loss of Civil Ser¥ice salaries by those involved in the one-day strike and
subsequent walk-outs, for which there was no re-imbursement by way of strike
pay. A further £10 million represents strike pay (not taxable)** at 85 per
cent of normal salary provided by the unions to those on selective strike;

this was financed in part from strike funds and in part by special levies
amounting to £6-8 million drawn from those not on selective strike. In practice,
nearly all strikers received more than their normal salary. Against this cost
the unions achieved only a 0.5 per cent increase in salaries over the 7 per cent
originally offered in February (worth £173 million a year), together with access

to arbitration (albeit possibly subject to Parliamentary override) in 1982,

* TRD: Temporary Relief from Duty. This is discussed in Part 5 of the
Report, paragraphs 5.7-5,15.

** gee paragraphs 5.49 and 5.51.

2
MANAGEMENT-IN-CONFIDENCE

SECRET | AND PERSONAL




.k




SECRET | D pErsoxiL

MANAGEMENT-IN-CONFIDENCE

Cost to the Govermment

1.4 As the Government has made clear in Parliamentary answers the main

effect of the industrial action was to distort the flow of tax revenue. At

the time when the strike was settled the outstanding revenue not collected

had reached £6 billion; this backlog has now been reduced and it is expected
that about £1 billion will remain outstanding by the end of 1981-82. This

led to a temporary increase in the central Government's borrowing requirement
at an interest cost of £} billion. The main counterpart of that was, in effect,
some interest-free credit to the company sector which may, though the judgement
must be highly speculative, have generated a marginal increase in economic
activity, The most serious consequence of the revenue shortfall was the
distortion in £M3 and the monetary aggregates and the problems this created for
monetary policy.

1.5 1In addition to these main economic and financial effects, Departments
have estimated, with varying degrees of confidence, several other costs — for
example, irrecoverable tax revenue which might amount to £130 million, the
deferment of taxation of unemployment benefit and delay in the computerisation
of the collection of Schedule D tax, the cost of the emergency Child Benefit
payments system, the loss of Royal Ordnance Factory sales and so on. There was
some cost to the economy, which is difficult to quantify, from the air traffic
controllers' action. Finally, there has been some effect on Government
business, which can only be assessed over the longer term, from the
deterioration in staff morale, and in management-staff relations; from the
inefficient working which was sometimes necessary during the dispute; and the

problems of clearing back~logs, which in some cases may well extend intd 19873,

1.6 Against this the Government achieved its objective of keeping the cost

of the 1981 settlement very close to that provided for by the cash limit (the
annual salary bill for the non-industrial Civil Service is some £5 billion),

and the wider objective of reinforcing the Pressures towards lower pay settlements

generally, and within the public services in particular,

3
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Role of Middle Management

1.7 In considering the cost to the Government, it should be noted that the
cost would have been much greater without the co-operation of a comparatively
small number of key staff, at middle and senior management level, who were
prepared to take on duties other than their normal work. As a result of their
efforts, Government revenue amounting to £4.35 billion in the case of the
Inland Revenue and £1.7 billion in the case of Customs and Excise, was banked,
thus halving interest payments on increased borrowing. (Inland Revenue
resources did not permit the banking of the - much more numerous ~ small
cheques or the updating of records.) The Government's ability to rely on
staff in key Departments voluntarily to undertake work not appropriate to

their grade will clearly be of great importance in any future disputes.
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PART 2: ANALYSIS OF THE PROBLEM

2.1 In considering lessons for the future we have assumed that the Government

has two main purposes -

a. to prevent and deter future disputes in the non~industrial Civil

Service from escalating into industrial action;

b. in the event of industrial action, to achieve the Government's
objectives at the time at minimum cost, both in financial terms and in

continuity of important services.

2.2 It seemed to us that, in order to improve the chances of avoiding
disputes (and of related industrial action),‘the Government, like employers
generally, should ideally pursue two distinct goals. One goal is to secure
and retain the loyalty of at least a substantial majority of the staff; the
other goal is to be, and be seen to be, sufficiently resolute and resourceful
to withstand industrial action successfully, These two requirements sometimes
pull in different directions. As is made clear in the more detailed sections
of the report, some of the actions which might be open to the Government to
strengthen its position vis—a-vis its employees would bave a substantial

cost in terms of morale and loyalty. Similarly some of the ways in which the
Government might most easily secure the loyalty of its employees are
unacceptable for other reasons. In our detailed analysis we have kept both
goals in mind, recognising that, in facing any particular choice of options,.
the Government will want to achieve the best mix of reasonableness and

strength in its relations with its employees.

2,3 Furthermore, in formulating a pay offer to its staff the Government,

unlike other employers, has to take into account not only its responsibilities
and objectives as an employer but also its responsibility:for the management of
the economy as a whole, In the private sector it is often possible unambiguously
to define what the business can afford by way of a pay increase and management:

and staff have a common interest in ensuring that the business remains viagble.

5
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Neither of these apply in the case of Govermment; although everyone stands

to benefit from a well-managed economy, in practice staff and management are
unlikely to see themselves as having the same sort of commmnity of interest as
can arise in the private sector., This is a crucial difference which is
reflected throughout our report, but particularly in relation to

conmunications.

2.4 It has to be accepted that disputes may occur, despite an employer's best
efforts to prevent and deter them, The purpose then, as paragraph 2,1 indicates,
is to achieve the Government's objectives at minimum cost, both in financial
terms and in continuity of service. Conflicting considerations may then arise.
At some point the Government may judge that the best hope of bringing the
dispute to an early conclusion is to increase the cost to unions and members

of industrial action by escalating the dispute; against this may have to be
weighed the risk of increasing the financial cost to the Government and
worsening the disruption of services. There may be conflict between the short-
term objective of bringing some particular dispute to a successful conclusion
and the longer-term objective of improving industiial relations and therely
efficiency. In examining detailed issues later in our report, we have
recognised these conflicting considerations. They lead inevitably to the
conclusion that there is mno "game plan" which can be prepared in advance and
which can be guaranteed to work well in a future dispute; choices have to be

made at the time,

2.5 We have nevertheless concluded that there are useful lessons to be drawn
from the 1981 dispute. The first general lesson is that the Government needs

to do more to influence the climate of opinion not just during a dispute but

also in the period leading up to a dispute, and not just the climate of

public opinion but the climate of opinion among the Government's own employees,
and particularly among middle managers whose role may be cmcial to the outcome
of a dispute. Secondly, the fact that no satisfactory "game plan" can be

drawn up in advance underlines the need for the best possible organisation for
handling a dispute. Thirdly, even though it may not be possible to say in

advance which particular courses of action should be adopted at various stages

6
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in a dispute, it is nevertheless important to explore fully the range of
options available to management in a dispute - to ensure that they are as wide
as possible and that their advantages and disadvantages have been assessed
well in advance; the range of options covers two different kinds of action -

management responses of a general service~wide nature and departmental

contingency planning of a more specialised nature, adjusted in the light of
experience. Parts 3 to 6 of the Report deal with the lessons of the 1981

dispute under these broad headings.
Relevance to 1982 negotiations

2.6 The report has only limited relevance to the 1982 negotiations - partly
‘because these will follow a special pattern already laid down in advance, and
partly because some of the actions considered could not take effect in time
to influence the position this year. We nevertheless thought that it was
useful to note briefly the special points of difficulty which might arise in
1982,

2,7 The key -stages in the 1982 negotiations are likely to be -

a. the Government's actual offer in response to the CCSU claim

(possible timing: mid-February);

b. assuming, as seems inevitable, that there will be arbitration, any
announcement by the Government, following an arbitration award, that it

would invite the House of Commons to override the award;

¢e 1if b. had occurred, a vote by the House of Commons to override the

award.

2.8 It seems, on present evidence, that any industrial action at the stage of
the initial offer would be unofficial, local and of short duration., Official
action is more likely as a protest against override, if that occurs. The

likelihood of industrial action during 1982 may also be influenced by the level

7
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of pay increase awarded to groups such as the Armed Forces and by non-pay
issues - for example the announcement of departmental manpower targets for
next year, decisions on the Scott Report on pensions, and developments on new
technology. It will be of vital importance during 1982 that staff are fully
informed about the steps in the negotiations, the Govermment's position, and,
to the maximum possible extent, the rationale behind it. This is dealt with

further in Part 3 of the Report.

2,9 We have been conscious throughout our report that it cannot be agsumed
that the unions would follow the same tactics as in 1981 in a dispute in 1982
or in any future dispute. The unions themselves as yet have no particular
plan, It seems unlikely that an all-out strike for an indefinite period would
be supported because of the cost to individuals, Selective action, as in
1981, concentrated on revenue flow might again seem attractive but it would
depend on another round of voluntary levies; if this option were to be

adopted again, the unions might be expected to place a high priority on

trying to counter the management actions which in 1981 limited the loss of
revenue; pressure on certain managers from their unions and colleagues might
be expected to increase., The unions may indeed hold their hand, with the
repart of the Megaw Committee due later in the year; if there should be
industrial action the most likely tactic, on balance, is further selective
strike action (supported by a programme of action short of a strike). However,
it cannot be assumed that, as in 1981, the unions would deliberately avoid
closing down local Social Security offices. Some are known to believe that
the Government conceded a small increase in its 1981 offer only after the
industrial action began to affect local Unemployment Benefit offices., There is
therefore likely to be greater pressure in future for early and widespread
action in local offices, which trade union leaders might prove unwilling

or unable to resist, Militant members of staff may well argue that public
opinion is already sufficiently_ antipathetic to the Civil-Se;;ice for thié

drastic step to carry little risk of further alienating the public.,
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2,10 These possibilities are being kept in mind in the review of
Departmental contingency plans referred to in Part 6. The probability that
selective action will again be the main tactic in 1982 strengthens the need
for management sanctions used in 1981 to be as operationally up-to-date as

possible; these are covered in Part 5 of the Report.
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PART 3: IMPROVING THE CLIMATE OF OPINION

3.1 The Government's ability to prevent and deter a dispute and, if a
dispute occurs, to achieve its objectives at minimum cost, depends in part
on how successful it is in influencing the climate of opinion. There are
two aspects to this task - the shaping of public opinion generally and the
strengthening of the morale, and thus the loyalty of the Government's own
employees. There are also two timescales - the need to influence opinion
over the longer term, which is relevant to preventing and deterring future
disputes, and the need to influence short—term attitudes in the course of

a dispute through prompt and effective communicationg,

Public opinion
3.2 In any industrial dispute it is an important objective of an employer
to secure the support of public opinion. This is particularly important
for the Government since its position in the dispute will often be based
on public interest as well as management considerations - the need to limit
the burden of civil service pay on the rest of the economy and the desire
to influence the level of pay settlements generally. In the 1981 dispute
the Government was reasonably successful in securing and retaining the
support of public opinion., Civil servants in general, unlike, for example,
the nurses, are not a group of employees for whom there is instinctive
public sympathy. At a time of high unemployment and falling wage settlements
in the private sector, there was general support in the media for the view
that the Government's 7 per cent offer was adequate. Since most of the
industrial action did not, with the possible exception of the action by
the CAA's air traffic controllers, have a dramatic and noticeable effect
on the general public, there was little public pressure on the Government,
apart from some media comment towards the end of the dispute, for a settlement.
The general climate of public opinion must have been an important factor
in influencing the members of the Civil Service unions to settle eventually
for an offer which was only marginally better, at least in immediate cash
terms, from that which preceded the industrial action. It also no doubt
helped to moderate complaints from those who were affected by the disruption
in the Government's services, for example within the business community. The
Government will similarly wish to have the support of public opinion in
future disputes. 10

MANAGEMENT-IN~-CONFIDENCE

SECRET | AND PERSONAL




| 'I_E ¥ .-fél."_l



| SECRET | D PERSONAL

MANAGEMENT~IN-CONFIDENCE

Employee opinion

3.3 There is however the danger that in concentrating attention on public
opinion, the Government may pay insufficient regard to the need to influence
the opinion of its own employees. As paragraph 1.1 indicates, the degree
of support which the unions were able to secure for industrial action in
1981 was affected by the low regard which the Government was perceived as
having for its own employees. The hostility of the media to civil servants
appeared, in the eyes of many civil servants, to be fostered by the
Government., This undermined loyalty at some levels in the service where
there would normally be little support for industrial action. But although
the support of middle management was very patchy overall, there were some
key areas, as paragraph 1.5 indicates, where the efforts of middle managers
were crucial in limiting the cost of the dispute., It is impossible to
construct workable contingency plans on a large scale in many departments
without relying on similar co—operation in the future. Moreover many of
the management responses to.industrial action discussed in Part 5 of this
report are difficult to put into effect quickly without extensive co-operation
from managers in local units. As paragraph 1,1 explains, the morale of
many staff is still high in the sense that there is a commitment to the
service being provided, but the feeling of alienation from the Government
as employer is potentially harmful. Any further weakening of loyalty in
the service, particularly at middle management levels, could have serious
consequences in a future dispute. This suggests that a major priority for
the Government is to pursue the longer-term aim of improving morale and
strengthening loyalty among its employees and, if a dispute does occur,

to take gpecial care with communications not just with the public at large

but also with the staff.

Morale

3.4 There are some obvious specific issues affecting Civil Service morale
over the next couple of years - the handling of the 1982 pay negotiations,
the new pay arrangements following the Megaw Inquiry, the Government's policy
relating to index-linked pensions in the Civil Service and elsewhere in the
public sector, the continuing effects of manpower reductions and the

introduction of new techmology. So far as future pay arrangements are

11
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concerned, there is clearly nothing to be done until after the Megaw Inquiry
has reported although the inevitable uncertainty has an unsettling effect

on morale. On pensions, the Government will shortly be considering the

line which might be taken in a Parliamentary debate on the Scott Report.

The tactics to be adopted in the 1982 pay negotiations are already under
consideration by Ministers. In relation to all of these issues, and other
matters affecting morale, the main need will be to avoid reinforcing the
impression which many civil servants have that the Government wants to
single out the Civil Service for especially rigorous treatment as an example
to other employers in the public sector and elsewhere. It will also be
desirable to avoid getting into a position where the Government has to break
agreements rather than terminate them after the proper notice. The Government
will want to create confidence that it intends to deal fairly with its

employees.

3.5 There may also be scope for strengthening morale in ways unconnected
with the main pay issues - by acknowledging achievements in improving
efficiency, by encouraging (and being seen to encourage) a positive attitude
to the Civil Service by the media, by reinforcing the existing efforts of
Ministers to express appreciation of work well done and to develop contacts
with their staffs, and by improving working conditions in some of the worst
local offices. Many of these matters and other matters affecting morale

are already being discussed by the Chancellor of the Duchy of Lancaster with

colleagues.

Communications
3.6 In the short term the main task is to consider how to improve

communications with staff before and during a dispute. It is of course
axiomatic that the staff must be provided as quickly as possible with
information about the Government's position and important developments in
the dispute which is factually correct and not misleading. In addition it
is desirable that the substance of the message should be of a kind which,
despite the unavoidable difference of view between employer and employee

on pay issues, can be presented as reasonable to the employee. As

12 |
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paragraph 1.1 makes clear, a major element in the 1981 dispute was the
suspension of the Civil Service pay agreement., There was extensive general
briefing sent out by the CSD to departments throughout the* dispute, and
used by departments to explain the Government's position to local offices.
From an early stage this briefing, like the Government's public statements,
made it clear that there had been increasing public criticism of the pay
research system, including the need for changes in the way pay comparisons
were made and for more weight to be given to other factors such as job
security and the recruitment and retention position. These statements,
though frequently repeated, were not reinforced with detailed evidence
about the shortcomings of pay research. Most civil servants on the other
hand were likely to think, unless persuaded otherwise, that the pay
comparability system which had been in use for 25 years was a fair ome.

In the absence of evidence they were inevitably receptive to the union
claim that the Government had abandoned pay research in 1981 simply because
it was liable to produce data which would lead to an inconveniently high
offer and not because it was in any genuine way defective. The problem was
compounded because the Government found itself unable to give specific
assurances about the new pay arrangements., As the majority of the staff
saw it, the Government merely asserted that a system which had operated
for 25 years was unsatisfactory but did not demonstrate how and why it was

unsatisfactory or indicate what was likely to be put in its place.

37 It may well have been difficult for the Government in the 1981 dispute
to act otherwise than it did. For the future however it is essential to
have a message which contains more supporting argument., This is relevant
not just to the direct impact on the rank and file but also to the ability
and willingness of senior staff and managers to explain and justify the
Government's position to their subordinates. In the 1981 dispute it was
notable that few senior staff felt able to do more than pass on information
about the Government's position; appeals to subordinates tended to be based
merely on the need to carry on a particular service in the national interest
or in the interest of the sections of the community concerned. It should be

borne in mind that managers in the Civil Service are less well placed than
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their counterparts in the private sector in itrying to secure acceptance

by their subordinates of a particular pay settlement., In the private
sector it may be possible to demonstrate the effect of higher pay on the
competitiveness of a particular plant or the success of the company as a
whole. Appeals relating to the well-being of the economy as a whole are
inevitably less persuasive and this makes a reasoned management message all
the more desirable. It should also be remembered that many middle and
senior managers are not London-based and have never had Whitehall experience.
They do not feel themselves so much part of central Government but rather
alongside their staff operating often in areas identical with or analogous
to private sector activities., Essentially the requirement is for a simple
and clear message for the rank and file, and some well-argued briefing for
managers designed both to convince them of the merits of the Government's

case and to help them put the case across to their subordinates.

3.8 It should also be kept in mind that communications with the public
and communications with staff during a dispute cannot be treated as two
separate exercises. Although there may be differences of emphasis for
the two purposes, the messages have to be kept consistent. Indeed it is
likely, as the 1981 dispute demonstrated, that staff will hear first of
important developments in the dispute from the media, although this can
be supplemented quickly by notices and circulars. The lesson is that
public statements, and not just those specifically designed for staff
consumption, should be prepared with an eye to the effect on employee

opinion as well as public opinion.

3.9 Finally, experience in the 1981 dispute suggests that the prompt
dissemination to the staff of factual information about the Government's
position, while necessary and valuable, will not be enough. The effect on
employee opinion is likely to be greater if more use is made of the
Ministerial and management chain to put across the arguments in support of
the Government's position. As paragraph 3.6 and 3.7 above suggest, a
precondition for this is that the message to be put across is one likely

to be convincing to management. The task is of course much more difficult

14
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if the Government's position at a particular time has been determined
primarily by its macro-economic objectives. It may also be unrealistic
because of the grading structure in the Civil Service and the degree of
unionisation, to expect some of the lower levels of management to view

pay issues through the eyes of an employer rqther than an employee. There
are therefore limits to what better communication can achieve, but everything
possible should be done within those limits. The process of communication
should begin at the top with Ministers and work down through senior managers
to the middle managers (EO to Principal level) managing operational units.
If senior staff thoroughly understand the policies they are responsible

for implementing they will be able to make a much more convincing job of
getting them explained down the line in a way most likely to enlist the
co-operation of staff at all levels. In the 1982 pay negotiatioms, for
example, it is for consideration whether each Minister should, on the basis
of a briefing note centrally prepared, explain to his staff in the Open
Structure the Government's approach to the negotiations, and seek their
co-operation in passing the message down the management chain. Moreover
effective communication is a two-way process, and it is important for
information to be fed back, during pay negotiations, about staff reaction

to proposals put forward by the Govermnment and the unions. Although the
process of communication described above is not intended to be a consultative
process, it might help to provide additional valuable feed-back about the

development of staff opinion.

3,10 Our recommendations in Part 3 of the Report can be summarised as follows -

a. Although the Government should continue to ensure the support of
public opinion in future disputes in the Civil Service, strengthening
the morale and loyalty of staff, particulﬁrly at middle management
levels, is equally important both in avoiding disputes and, if disputes

do occur, in ensuring a successful outcome,

b. On the main issues affecting morale over the next year or two
(eg the 1982 pay negotiations, future pay arrangements post-Megaw,

pensions, manpower and new technology,the impression should be
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avoided that the Civil Service is being singled out for especially
rigorous treatment, and the Government should seek to create confidence

that it intends to deal fairly with its own employees.

¢c. Action should be taken, where possible, to improve morale in
the longer-term by dealing with matters unconnected with the main

pay issue.

d. If a dispute occurs it is essential to have a reasoned message,
supported by arguments and evidence,which can be put across

persuasively to staff.

e. Public statements should also be prepared with an eye to the

effect on employee opinion.

f. More use should be made of the management chain from Ministers
through senior management to middle managers, to put across the
reasoning behind the Government's position, and this process could
also provide valuable feed-back about the development of staff

opinion,
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PART 4: ORGANISATION DURING A DISPUTE

4,1 The analysis in Part 2 of the Report underlined (paragraph 2.4) the
need for effective organisation during a dispute. The main requirement is
that all Departments should be aware of the Government'’s overall strategy
for handling the dispute, should have a clear understanding of their own
responsibilities and those of other Departments, should be ready to co-
operate with other Departments when the need arises, should have up-to-date
information, should be able to share experience, should have a ready means
for obtaining guidance on problems of general application, and should be

able to react promptly and flexibly to the changing needs of the situation.

4,2 This Group has not concerned itself with each Department's internal
arrangements for handling a dispute as these will reflect particular
circumstances and more properly form part of departmental contingency
planning, We have also not sought to make recommendations about the
arrangements which the Prime Minister might make for senior Ministers

to consider collectively the strategy relating to Civil Service pay
negotiations or the handling of a dispute, We have however looked into
the machinery for day-to-day co-ordination hetween Departments in the

light of experience during the 1981 dispute.

4,3 In 1981 day-to-day intérdepartmental co-ordination was achieved by

the Group in Industrial Action (GIA) chaired by the then Minister of

State in the Civil Service Department and comprising officials from the
main Departments. This replaced an earlier Committee which had official
membership only, the Steering Committee on Industrial Action (SCIA). GIA
met daily at first, and then, towards the end of the dispute, three times

a week, The functions of GIA were to ensure that information on the conduct
of the dispute came in regularly, that Departments were sufficiently
informed of what was going on in other Departments, and that the response

of Departments to the dispute was co-—ordinated,
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4.4 We consider that similar arrangements should be made in a future
dispute, with the following modifications: first that, although the Group
will need to meet frequently, the frequency should be rigorously controlled
to limit the demands on the time of senior officials with a key role in
handling the dispute; secondly that, although it would be desirable for

a Treasury Minister to chair the Group at some of the more important
meetings, an official chairman should suffice for the more routine meetings;
and thirdly that the Group would benefit from having clear and explicit

terms of reference.

4,5 We therefore recommend that a standing group should be set up comprising

the Principal Establishment Officers of the main Departments together with

appropriate representatives from central Departments and advisers from the
legal Departments, During industrial action this group would meet as
frequently as circumstances warranted but not less than once a week. It
would have a Treasury Minister as Chairman and a senior Treasury official

as Deputy Chairman, Except when there was business of particular importance
it would meet under the Deputy Chairman (as is the case with the Civil

Contingencies Unit).-

4,6 We recommend that during a period of industrial action the terms of

reference of the Group might be -
a. to monitor the progress of the dispute with the aid of regular
and frequent reports from Departments on the extent and nature of
industrial action, the effects of the action on the work of
Government, and the efforts of Departments to counter the action;
b. to facilitate the sharing of experience by Iepartments;
c. to idenfify problems of general concern, to devise solutions and,

where appropriate, to make proposals for dealing with them for

consideration by Ministers collectively;
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d. to discuss and advise on changes in tactics in the light of the
general strategy approved by Ministers; and to co-ordinate their

implementation, where necessary;

e. to review the adequacy of action taken to communicate the
Government's position publicly and to the staff to ensure that

any necessary further action is put in hand;

f. to report to Ministers from time to time on the progress and

effects of the dispute; and

g. to be available as a source of advice to Ministers, as required,

about major issues relating to the handling of the dispute.

4,7 We recommend that this Group should also undertake .the work

proposed in Part 5 of the Report and the assessment of contingency

plans proposed in Part 6 of the Report.
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PART 5: MANAGEMENT RESPONSES TO INDUSTRIAL ACTION

INTRODUCTION

5.1 In reviewing the lessons of the 1981 dispute, the Group devoted most
time and attention to possible management responses to industrial action
ie the action open to management to deter industrial action before it
occurs, to counter it when it is in progress and to help bring it to an
end, Departmental contingency planning is concerned with separate issues,
namely how to circumvent industrial action or cope with its effects, and

is dealt with in Part 6 of this report.

5.2 It is axiomatic that staff who do not work are not paid. Thus the
fundamental response of management to industrial action is to face staff,
individually or collectively, with a clear choice between working normally
or losing pay, and to find'ways of increasing the financial pressures

on staff to return to normal working. It is also the case that staff

who commit disciplinary offences can be punished under the established
disciplinary procedures. However there are legal constraints on management's
freedom of action which bite on all employers; and there are also important

practical constraints which need to be weighed carefully.

The Legal and Practical Constraints

5.3 The legal constraints on management's responses in dealing with
industrial action arise from statute, and from the contractual relationship
at common law from which the sanctions themselves derive. The most

important are -

a. the statutory immunity of trade unions and their officials

in organising industrial action (now to be restricted);

b. the statutory provisions against unfair dismissal (notably

the probability that selective dismissal would be found unfair);

C. the common law contractual right of white collar (and some,
but not all, manual) workers to be paid when willing to work;
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d. the common law contractual right not to have conditions of

service unilaterally changed; and

e. the procedural safeguards attending disciplinary measures,

case by case.

5.4 The practical constraints arise partly from the size, diversity

and dispersion of the non-industrial Civil Service (for example the need

to deal quickly with simultaneous industrial action in many separate local
offices spread over a wide area) and partly from the multiplicity of the
Government's objectives. Thus, in considering whether management should
respond to industrial action in a particular way at a particular time

and whether escalation may be advantageous at a particular stage, many factors

will need to be considered, for example -

a. what weight should be given to achieving a low pay settlement,
which may have macro—economic as well as cost benefits, as opposed
to maintaining continuity of Government services and avoiding

cost penalties?

b. what effect would escalation have on the provision of
services to the public, and who would be regarded by the general

public as responsible for any deterioration in services?

c. how far may action which could have short-term tactical benefits
have a disproportionately adverse effect on the long term relationship
between the Government and its employees? (This may be

particularly relevant in the case of those measures which would

put civil servants in a less favourable position than other white

collar employees)

d. will middle managers be prepared to implement particular measures?

(In some cases their co-operation is essential)

e. will certain actions alienate the support of those who have
hitherto been operating contingency plans, or disrupt services

hitherto unaffected by the strike?
' MANAGEMENT-IgICONFIDENCE
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The Broad Categories of Management Response

5.5
which

under

Against this background we have considered the range of options
might be available to management, as a response to industrial action,

the following main headings -

a. ensuring that those who take industrial action lose pay
either because it is reduced or witheld or, in the case of staff
who refuse to work noxrmally or as directed, through the application

of Temporary Relief from Duty (TRD);
b. disciplinary measures;

c. relieving Government of the cost of paying those whose work
is affected by the industrial action of others by laying them off

without pay (and thus imposing costs on individuals and/or unions);

d. penalties imposed generally on those who take industrial

action (ie other than through individual disciplinary procedures,

and going beyond the witholding of pay for work not done or affected
by the industrial action of others); these might include dismissal,
suspension without pay, reduced leave entitlement and diminished

promotion prospects;

e. actions directed at the trade unions - ie withdrawal of
facilities, suspension of the arrangement whereby trade union
subscriptions are deducted from pay ("check—off"), making strike

pay taxable;

f. tactics designed to end industrial action -~ ie unilateral
implementation of a pay offer, no backdating, increases paid only
to those who have not taken industrial action, management ballots;

and

z. restricting the freedom to take industrial action by law,
by no-strike agreements or by contract. These options are examined

in detail in the following paragraphs.
22
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Timing

5.6 It should be noted that some of these options are already available

to management within certain limitations (for example TRD and disciplinary
measures). Many other options could not, irrespective of their merits

or demerits, be exercised without new legislation or other preliminary

steps which would take time, and are not therefore likely to be available

in 1982, It is, of course, also open to Ministers to seek injunctions
against named individuals under existing industrial relations legislation
for those types of industrial action which are illegal. Once the Government's
Employment Bill is enacted it will be possible to seek injunctions against

the trades unions in similar circumstances.

TEMPORARY RELIEF FROM DUTY

5.7 Temporary relief from duty (TRD), ie sending home without pay staff
who refuse to work normally or as directed, was the main sanction used
during the 1981 dispute. TRD is not a disciplinary procedure, By
withholding pay, management is responding to a breach of contract by the
staff. In bringing home the consequences of that breach of contract,
management expects to terminate the breach and to deter similar breaches of
contract., The procedure, which was significantly shortened during the 1981
dispute as we discuss below, involves a series of warnings to the staff
concerned about the consequences of a continued refusal to work normally,
with opportunities for the member of staff involved to review his position

and consult his advisers.

Experience in 1981

5.8 During the 1981 dispute a number of problems were encountered in

the application of TRD. In Departments with widely-dispersed local

units local managers sometimes refused to initiate the TRD procedures

and this task fell to regional managers who found difficulty in carrying

it out effectively, In other cases staff, when warned by management of
the consequences of failing to work normally (as the TRD procedures require),

returned to work only to resume industrial action a short time afterwards,
25
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which meant that any further attempt to apply TRD had to be started from
scratch. In the early stages of the dispute legal advice was that a

clear refusal to work normally had to have been demonstrated and adequate
time allowed by management for staff to reconsider before they could
safely be relieved from duty. But once it became clear that a refusal

to work normally on the part of certain staff was the result of deliberate
and well-orchestrated trade union tactics and that the staff concerned
were fully aware of the consequences of their actions, the TRD procedures
could be simplified in a mmber of respects and the time taken to apply
them significantly shortened. Thus warnings were sent to home addresses,
the period for reflection reduced to as little as 4 hours and in some
cases warnings were issued in advance of industrial action. In the case
of Customs and Excise, Ministers authorised senior staff to apply TRD

in defined circumstances which meant, at one crucial stage in the dispute,
that it could be applied very quickly and was thus particularly effective.
In the DHSS authority for the use of TRD by local management was

issued and co-ordinated by a central unit so that legal advice was
quickly available to them on whether TRD was applicable in particular
circumstances and the best tactics to adopt in doing so discussed in the
light of experience in other parts of the Department. The Inland Revenue
followed broadly the same procedure as the DHSS, with reports back to
Ministers on the results of each stage of the TRD operation before proceeding

to the next.

Streamlining of procedures

5.9 A number of the modifications introduced into the TRD procedures
during the dispute can safely be retained for the future., In other cases
(eg embodying the first warning in a general notice or circular to

staff) it will again be necessary to be able to demonstrate orchestrated
trade union tactics and a clear awareness on the part of the staff

concerned of the consequences of their actions before further simplification

of the procedures is possible. But in the light of experience gained in

24
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the 1981 dispute it is possible to move more rapidly to the position
where the TRD porcedures have been reduced to the legally-safe irreducible

minimum; and TRD can be used more flexibly, to maximum effect.

Remaining limitations

5.10 There are, however, two important limitations on the use of TRD.
First, a clear breach of contract must have been committed before it

can be applied and TRD cannot be applied to individuals other than those

in breach of contract. Thus by careful tactics the trades unions can
limit the extent to which TRD can be applied. Itis, therefore, an essential
limitation of TRD that it cannot be used as a means of increasing the
financial burden on the trades unions by relieving from duty substantially
more staff than the trades unions are prepared to allow to take industrial

action.

5.11 The second limitation is the willingness of middle management to
apply TRD. It is an essential pre-requisite for the use of TRD that
management can specify which staff are not working normally and in what
respects; normally this can only be done by local management. In the
1981 dispute the yeluctanée of local management to apply TRD was a major
problem for the Inland Revenue. TRD often had to be applied from their
regional offices by senior managers, but the need for a specification

of the breach of contract meant that TRD could not be effectively applied
throughout the Inland Revenue by the limited number of mobile managers

available,

5.12 A further difficulty is that it is not clear how far TRD can be

applied to employees refusing to carry out the duties of those on strike

(as against refusing to carry out their own duties normally). The

practice of departments varied. The constraints are first, the qualifications,
experience, etc necessary for the particular job - which is a question

of fact for management - and second, the extent to which an employee is
entitled to refuse to carry out the work of another employee by standing

on the terms of his contract of employment - which is a question of law.
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5.1% The second question has not yet been authoritatively decided in
relation to any Civil Service employee, although two litigations presently
before the Court in Scotland (and arising out of an earlier dispute) may
throw some light on the matter. In the meantime, in the light of experience
gained during the 1981 dispute, (and subject to the results of any future
decisions of the Courts) legal advice is that where it is essential to

a Department that a particular job be carried out, any officer who is
qualified, where necessary, and capable of carrying it out may be required
to do so, if the work involved falls within the category or categories of

work appropriate to his grade or the grades of those he supervises.

Trade Union tactics

5.14 No doubt the trade unions will also be considering how to cope with
TRD in future disputes. They may seek to test in the courts the legality
of TRD. There is judicial authority in Scotland (but not in England and
Wales) supporting the principle underlying TRD, and it may be significant
that no action to test the principle has (s0 far) been taken in connection
with the recent dispute. The Law Officers have advised that the legality of TRD,
if challenged, would be likely to be upheld. Even if no action questions
the principle of TRD, however, it will always be possible for an employee
to claim that its use was not. justified in a particular case. In this

way the unions might seek to limit the circumstances in which TRD could
legally be used. The unions are likely also to be developing new tactics
in the light of the experience they gained in 1981, We cannot usefully
speculate on the tactics they might adopt in future disputes, but they
will no doubt have recognised the part played by middle management in 1981
in countering the effects of the industrial action and they are therefore

likely to seek to recruit as many more staff in these grades as possible.

Next steps

5.15 We have not identified any further modifications to the TRD

procedures in themselves which would evercome the residual problems

without a real risk of legal challenge. The main need is to overcome

the operational difficulties where local managers are themselves withholding

co—operation. We therefore recommend that departments, particularly

26
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those with numerous local offices, should consider carefully how the TRD
procedures might be most effectively administered in the future. To ensure
that information about new or particularly effective approaches adopted

by individual departments in 1981 is generally disseminated we also
recommend that the outcome of the above departmental reviews should be
reported to the standing group of officials discussed in Part 4 of this

report.

Reduced pay

5.16 When staff refuse to work either a full day or to perform their full
range of duties it is also open to management to reduce their pay for

that day. This approach, which can be viewed as a milder variant of TRD,

has not so far been adopted in the €ivil Service; it was seriously
considered by at least one department early in the 1981 dispute, but

rejected in favour of TRD., The administrative complications in doing so
would be considerable and there would be substantial scope for legal
challenge. Staff would have to be warned individually of management's intention
to reduce or withold pay and thus this approach would be no more flexible
than TRD. Moreover, although an employer is entitled to withhold that
proportion of an employee's pay which relates to the proportion of duties
which have not been performed, the practical difficulties invelved in
assessing exactly what this proportion might be would be considerable;

for example, it would he necessary +to establish the importance of the work
not done in relation to that which had been done. It would thus be difficult
to establish rules of thumb for local managers and the opportunities

for legal chﬁllenge to management's decisions on the proportion of pay to

be withheld in individual cases, would be considerable. Moreover, this
approach effectively sanctions selective working by staff when management's
prime objective in future disputes is likely to be to face staff with

a clear choice between working normally or going on strike.

5.17 We therefore do not recommend the option of reduced pay except in
those circumstances where the use of TRD could not be justified and the
practical problems with reduced pay could be overcome. In these limited
circumstances reduced pay would be a useful additiorn to the options open

t0 management. 27
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\ DISCIPLINARY MEASURES

5.18 It is clearly open to management to take disciplinary action against

| staff who commit a disciplinary offence during the course of industrial

|
|

action and in any dispute there may be some individual cases of this kind.

| But the widespread use of disciplinary procedures as a means of seeking to

end industrial action seems unlikely to be an effective tactic. The procedures
have been designed to deal with individual cases and therefore contain

a number of procedural safeguards which could not be set‘aside without

the risk of legal challenge. Moreover, for this reason the procedures

tend to take time and effort and their widespread use could therefore place
an intolerable burden on management, whose attention can be expected to

be fully taken up with coping with the consequences of industrial action.
Furthermore, the use of the disciplinary procedures in this way could

well give rise to new grievances and allegations of victimisation and thus
intensify the industrial action by obscuring the real issues and alienating
moderate opinion., It is also likely that the trade unions would insist

as part of any agreement on return to work that any discipiinary measures
which had been applied as a general response to industrial action should

be rescinded.

5.19 We do not therefore recommend that further consideration should be

given to the use of disciplinary procedures as a means of seeking to end
widespread industrial action, although these procedures may, as in the

past, be appropriately used to deal with some individual cases.

LAY OFF WITHOUT PAY

5.20 Common law does not allow employers to lay off without pay white-
collar employees for whom, as a result of the industrial action of others,
there is no work to do. Industrial civil servants can be laid off without
pay immediately, if they are without work as a result of industrial action
by other industrial civil servants, and after 28 days (under the Agreements
on Guaranteed Payments) if they are without work as a result of industrial
action by anyone else;: similarly other blue-~collar employees in the
United Kingdom can usually be laid off when there is no work for them,

subject to any guaranteed week agreements.
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5.21 The objectives of legislation to permit lay-off without pay might
be -

a. to exert financial pressure on staff willing to continue to

work so that they in turn press the trades unions to settle;

b. to relieve an employer of the cost of salaries paid to those

who have no useful work;

C. to increase the potential cost to the trade unions of continuing

with industrial action; and

d. to deter the trade unions and the staff from taking industrial

action in the first place.

5.22 A number 6f Departments felt that a power of lay—off would be a
useful addition to the sanctions available to management, principally to
deal with those situations where a strike by a small number of staff can
prevent large numbers from working usefully or at all. Such a situation
arose in a number of locations during the 1981 and previous disputes. For
example in 1980 a handful of IPCS staff at Bishopton virtually brought

the Ordnance Factory to a standstill at a cost of £10 million. In 1981

at the DHSS Newcastle Central Office a strike by 230 staff employed on

the Contributions Records computer and 100 staff on the Child Benefits
computer led to nearly 200 staff being without any work, to some 4,000
staff working to half their normal capacity, and to 2,000 staff working

to two-thirds of normal capacity. The strike action imposed a major burden
on Employment and DHSS Local Offices who had to operate emergency procedures

to replace the computer service.

5.23 Against this it should be noted that, even if this option were to
be made available to the Government, there would be considerable practical
constraints affecting its use. The main consideration as paragraph 5.4

above suggests, is that this would involve a considerable escalation of
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the dispute. It might alienate the support of wvarious groups of staff:
those who had so far been prepared to work normally; middle managers

whose co-operation is essential in limiting the effects of industrial
action and applying sanctions to staff below them; and staff with a key
role in operating departmental contingency plans. While the Government's
pay bill would be reduced, the disruption to the Govermment's services

might be increased.

5.24 The advantages and disadvantages would need to be weighed carefully

in the light of circumstances at the time. The legislation necessary

to permit lay-off without pay either for civil servants or for employees
generally has already been drafted on a contingency basis, but at no

time during the 1981 dispute was it judged right to introduce this legislation,
given the severe escalation of the dispute which would have resulted from
doing so. Ministers also considered the introduction of general legislation
along these lines in the context of the Employment Bill, but decided -
against it, although the issue may arise again during the Bill's passage
through Parliament.

5.25 It might be argued that the Government should not merely have the
legislation available on a contingency basis but should introduce it,

on a basis limited to the Civil Service, as soon as possible, The
justification would have to be the experience of the 1981 dispute and the
intention would be primarily to deter in advance selective action

designed to prevent large numbers of staff from working properly.

The main argument against such a course of action is that it would
constitute a deliberate restriction of the rights of civil servants as
against other white-collar employees. In terms of the effect on Civil
Service morale and loyalty, the Group concluded that it would do much

more harm than good.

5.26 Moreover, the trade union movement generally might see even limited
legislation of this sort as a potential threat to them and as a result
they might well unite behind the Civil Service +trade unions in a campaign
of opposition to the legislation., In any case, a wide measure of public

and Parliamentary support would be necessary for the passage of such
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radical powers and in the absence of a major industrial dispute in the
Civil Service with significantly worse effects than in 1981 there must

be some doubt as to whether sufficient support could be mustered.

5.27 We therefore recommend that the draft legislation to permit lay-off

without pay should be retained as a contingency measure and its provisions
reviewed from time to time in the light of experience, with a view to its

speedy introduction if necessary.

GENERAL PENALTIES
Dismissal

5.28 Summary dismissal is a lawful response to industrial action, and

if all strikers in a given dispute are treated alike there is no appeal

to an industrial tribunal on a complaint of unfair dismissal (although an
appeal to the Civil Service Appeal Board would be possible). However, if
distinctions are made (eg to re-engage some but not all) an industrial
tribunal may well judge the dismissals unfair. Since tribunals have

drawn no distinction for this purpose between different times or degrees of
involvement, it would have been necessary in the 1981 dispute to dismiss all
who struck at any time (more than half the Civil Service) for any one
dismissal to be judged fair, unless wholly exceptional circumstances

were present to justify that particular dismissal,

5.29 Under the Government's new Employment Bill the employer will be

immune from appeal if all who are actually on strike at the time of dismissal
are treated alike provided that notice had been given that they might be
dismissed if they did not return to work., Thus, all strikers could be
threatened with dismissal, and the Government could retain those staff

who returned to work by a certain time. In theory, this could be a powerful
new sanction, particularly to counter cases where key workers only were
brought out, because staff would probably be much more deterred by the
prospect of losing their jobs than by loss of pay, whoch could be
reimbursed by the unions, Its effectiveness in this sense might be even
greater if the provisions of the Bill related to place of work rather

than the employer, since the powers could then be used more selectively.
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However, this would make the measure far more contentious, and the present
proposals have therefore been framed on the basis of employers; it weuld
in any case be difficult in practice to use the powers discriminatorily

between different groups of strikers in the same dispute.

5.30 Although the new Employment Bill will, if enacted, give the Government
some additional flexibility in using the sanction of dismissal as a

response to industrial action, some fundamental practical constraints

should be borne in mind. If a large number of civil servants were on

strike, the Government would have to be confident that the threat of dismissal
would work, or that it could do without the services of the staff concerned.
These risks would have to be assessed carefully at the time. The re-instatement

of those dismissed would inevitably become an iasue in the final settlement.

5.31 These considerations in paragraphs 5.29 and 5.30 above apply to the
use of dismissal under the Government's new proposals. In any widespread
and concerted industrial action before that (before, say, the summer of
1982) summary dismissal would be subject to the existing law and would

be unlikely to be a useful sanction for the same reasons as in 1981,

Suspension without pay

5.32 Bearing in mind the practical constraints on dismissing large numbers
of staff, the Group considered whether it would be feasible and desirable
to seek to apply the less drastic but more flexible sanction of suspension
without pay. The suspension without pay of those who have taken industrial
action but are willing to return to normal working is not allowed under

the common law. Nor would it be covered by the contingency legislation
for lay-off referred to above unless the work of -the person concerned

were disrupted by the effects of the industrial action of others.

5.33 Suspension without pay is possible under the disciplinary procedures
either as a penalty itself or as a precaution pending the completion of a
disciplinary inquiry. However, these procedures could not be used to

counter industrial action effectively for both legal and practical reasons.
32
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Legally, the use in this way of the disciplinary procedures could be
challenged in the courts as an evident abuse of a provision intended to

be either the penalty for a major individual offence which had been proved

or a holding measure while such an offence was being investigated (eg where a
civil servant was suspected of serious fraud). In practice the procedures
could not be applied on the necessary scale or in a way which would avoid

the charge of blatant discrimination., Moreover, to attempt to do so would
almost certainly be counter-productive since, by creating new grievances
which would attract a wide measure of support, it would divert attention from
the real issues at the root of the industrial action. It would also be

extremely time-consuming for management.,

5.34 Legislation to permit suspension without pay would have to be drafted
to allow suspension entirely at management's discretion without appeal,
even in circumstances where staff were genuinely willing to work normally
and their work was not affected by the industrial action of others., This
would be a major step going far beyond even the contingency legislation on
lay~off referred to above. It would be bound to be opposed vigorously by
the trade union movement as a whole. Again, a wide degree of public and
Parliamentary support for such a measure would be required before it

could be enacted. Thus, for much the same reasons as apply to lay-off, we
do not think that legislation of this kind would be practicable in advance
of a major industrial dispute-with effects going well beyond those felt in
1981, If, however, Ministers were to conclude in a future dispute that the
circumstances justified such a radical step the necessary legislation

could be prepared quickly.

Non-pay Sanctions; Promotion and Leave

5.35 Industrial action already leads to the. loss of other benefits on top
of the pay lost, in that increments are delayed and pension entitlement
and leave are reduced in proportion to the time spent on strike. Whether
or not a particular member of staff has taken industrial action or refused
to carry out management directions is probably taken into consideration to
some extent by line management in judging his or her fitness for promotion,
33
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at least at more senior levels. But it is not formally a criterion for
promotion. The question arises whether it would be to management's
advantage for willingness to take industrial action to be made a factor

explicitly to be considered in assessing suitability for promotion.

5.36 At present the personal files of staff do not require a record of
whether or not they took industrial action; the loss of pemsion and other
benefits mentioned above can be calculated automatically, and since willing-
. ness to take industrial action is not a formal criterion considered in the
context of promotion it would be difficult to justify annotating personal
files, In any case, the trade unions normally insist that return-to-work
agreements specifically rule out punitive measures. Any atiempt to make
industrial action a specific consideration in the context of promotion would
not only make future pay settlements more difficult following industrial
action but could also create additional areas of dispute between management
and staff because of the alleged victimisation of particular individuals.
Moreover, in some departments operating efficiency would be severely reduced
if the eventual promotion of those who had taken industrial action were to
be ruled out. The result could be to inhibit management from following
current practice and to make it impossible for any consideration to be given
in assessing suitability for promotion to the readiness of the particular

individual to take industrial action.,

5.37 For these reasons we do not recommend that the Government should

seek to make a general rule under which the taking of industrial action or
the refusal to obey management instructions during an industrial dispute
would be explicitly and systematically considered as a criterion for

promotion,

5.38 The amount of annual leave that may be taken is a legal entitlement,

although when it may be taken is at management's discretion within reasonable
limits. Following the 1981 dispute annual leave was not permitted in some
departments until backlogs of work had been cleared up.

For the Government to make clear that this would also be the case in future
could well have some slight deterrent effect on the willingness of staff

to take industrial action, particularly since any industrial action over pay
3k
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would be likely to occur before or during the holiday season, However,
there are limits on the extent to which the denial of annual leave as a
punitive sanction would be in management's interests, After the 1981
dispute some departments encouraged staff to make good the leave they had
lost through industrial action by working overtime and claiming leave in
lieu as a means of quickly reducing backlegs of work. There is also the
danger that to take too strict an attitude to leave could lead to the abuse

of sick leave which could be very difficult for management to control.

5.39 We recommend that in those departments where it would be appropriate

it should be made clear to staff either immediately before or early on in
the course of a period of industrial action in the future that the need to
deal with backlogs of work once normal working had been resumed would be

given priority by management in deciding when annual leave might be taken.
ACTION AGAINST THE UNIONS

5.40 Industrial relations in the Civil Service are based on the direct
involvement of serving civil servants as union representatives, and
representatives are given paid time off (and limited additional facilities
such as the use of accommodation and telephones) for this purpose. We have
econsidered whether it would be a useful sanction on the unions in the event
of industrial action to withdraw these facilities more generally, or to
discontinue the check-off arrangements for transferring union subscriptions
directly from their members' pay. The Group did not comsider the wider
issue, which has received some public and Parliamentary attention recently,
of the extent to which union facilities should be provided in the Civil
Service generally, but only the provision of such facilities in the

event of industrial action.
Facilities

5.41 These facilities are provided under the non-industrial Civil Service
Facilities Agreement of 1974, which provides for ome year's notice to be
given on termination. In practice facilities are not provided when they

would be used to plan or carry out industrial action, and management's
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discretion in withholding them in those circumstances is understood and
accepted by the unions at least at national level. The Agreement is being
renegotiated and a revised draft agreement to provide for improvements which
the Government wishes to see introduced is now with Ministers for approval.
It would still provide for one year's notice of termination but would
include an explicit statement of principle that facilities would not be
provided for purposes connected with industrial action. Meanwhile, the

1974 Agreement continues to govern the provision of facilities until it is
replaced by the_revised Agreement or until notice of termination has been

given and the one year's period of notice has elapsed.

5.42 In addition, employers are legally required by the Employment
Protection (Consolidation) Act 1978 to provide reasonable paid time off for
industrial relations duties, and time off (which may be paid or unpaid) for
trade union activities, and failure to do so may be referred to an
industrial tribunal. The Code of Practice covering what is to be considered
reasonable time off says that there is no obligation on employers to permit
time off for union activities which themselves consist of industrial action,
but clearly does not envisage that industrial action would remove the
employer's legal obligation to provide any facilities at all: it says, for
instance, "where an official is not taking part in industrial action but
represents members involved, normal arrangements for time off with pay for

the official should apply".

5.43 Thus, particular facilities (except check-off: see below) are already
withheld on particular occasions to avoid their being used in industrial
action. To seek to exert greater pressure on unions by making industrial
action the reason for withholding facilities more widely would again open

the Govertiment to the charge of terminating an agreement without giving the
agreed notice, and would be illegal in respect of paid time off, which is by
far the most important facility in question. Paid time off for activities

to which the legal requirement does not apply is a small part of the whole,
and is provided for activities like meetings of Committees or Conferences

in which the Government would most wish to encourage wide attendance to avoid

a bias toward more activist views., Another possibility, that of withholding
36

MANAGEMENT- IN~CONFIDENCE

SECRET | AND PERSONAL




. EEE fﬁ' .

el L " . R

e = e e e el — — = e e ] -l el
BT - FU By SRS e S—— 'H

h‘ I IT I. o I‘- I-T “--_ -h -1‘H
diFT"d" €9IFNN LHFE"T E “ IS - B J Bl L ST S

== rmrrTrr-2 'sr e im - | .

e = e sl = —p=i— 5L B
B T L = R R [ —

e T o |
PR s W oy Ea RS e L Sy e e ooy oy w B

g g o e T By o e i - ——

- -.-'—.p—.uﬂ.-q.l.l.m---.r
= e ey B epfesemees mrew w0t 0 o Lo mw ey o raers

=l = ey e — il e el e g =i T -
e T B B A i e N S i W T

Rt reE e e i e e Eesaiae
B T R S L I B L N SN R
e S e ——
B e T I L
LA FEC O L LN G DR B i O G
i = b T e = e e e

ey === P e— =l == =y =l = T
Ll e B e e Pl .

ETE ., ™Fr= e e Eer T ey ol nd
N e v — g —— B e i e

- el PR A, . ST L PR P ] el A e o ®
Bl v o T n el e i s o D™ el e we § m e o

Fa I 5% TS T " B «. e

s L= =y s M ey r e T i asm . s

___III_IL- *-FII-‘# _‘-II
s ol bl 1 e dyp "= e el bl bl

FE"==:F =" F N " o" LT “I"ILE""H.FE .

S e N g — = g = phes gpperspa 5 -

*-...IIIH B n qud L) -II----_ﬁ _II
.-




SECRET | AND PERSONAL

MANAGEMENT-IN=-CONFIDENCE

all facilities from one individual, would be illegal because it would in
effect be seeking to exercise control over the staff's choice of union
representatives. The;e is therefore little to be gained, and the likelihood
of disproportionate embarrassment, in attempting to bring added pressure to
bear on unions by withholding facilities to a greater extent than is already

provided for in existing instructions.
Check-off

5.44 Different considerations arise in relation to the facility kmown as
"check-off". This is an arrangement agreed with the non-industrial Civil
Service unions since 1966 for Departments to deduct union members' sub-—
scriptions from pay at source, on each member's authority, and to forward
them monthly to each union. Since 1974, these arrangements have formed part
of the wider central Facilities Agreement. Check-off is increasingly common
in the private sector, and providing it is usually regarded as advantageous
to employers, particularly as it reduces the opportunities provided for
militant propaganda by other methods of collection. The Group considered
whether it would be feasible and desirable, in the event of industrial action,

to terminate the check-off facility.

5.45 It is important to note that, under the 1974 Facilities Agreement, the
Government could not, without breach of the Agreement, withdraw the check-
off facility unless 12 months notice of termination had previously been
given. Although the Agreement is not enforceable under domestic law, and
there is no general legal obligation on employers to provide check-off
facilities, the breach of the main remaining procedural Agreement with the
unions, following after the termination of the Pay Agreements in 1981,
would clearly have serious consequences for industrial relations in the
Civil Service. There would be scope for the unions to exploit this both
domestically and internationally in the ILO. (Legal advice provided in the
1981 dispute that check-off might be terminated after 3 weeks notice was
given on the assumption that Ministers might be prepared to breach the 1974
Agreement and that period of notice was chosen pragmatically on the basis that
it might provide reasonable time for individuals to make alternative

arrangements).
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5.46 If, therefore, the Government wishes to avoid a breach of the Facilities
Agreement, but wishes nevertheless to be in a position to stop check-off

in the event of industrial action, the right course would be to clarify, in
the context of négotiations which are already in progress on a new Facilities
Agreement, that the Government would be free to discontinue check-off at its
discretion in the event of industrial action. The unions might then respond
by preferring to abandon check-off altogether rather than continue with
check—-off "on sufferance". An alternative would be for the Government to
propose a discontinuance of check-—off in all circumstances, but this would be
difficult to justify against the background of widespread provisions of

check-off facilities in the private sector.

5.47 The question then arises of whether action to discontinue check-off in
the event of industrial action would be desirable. The main advantage would
be to put an end to the presentational embarrassment for the Government in
continuing to facilitate union subscriptions while industrial action is in
progress. The Government would also disrupt the flow of funds to the unions
and, although industrial action is financed separately (either by special
levies or from special funds to which only part of regular subscriptions

are directed), the unions would undoubtedly suffer inconvenience at a time
when their administrative resources were already stretched. Against this it
must be acknowledged that there would be some time lag (perhaps 3-7 weeks)
before the discontinuance of check-off took effect, even if preparations were
made in advance by the Government on a contingency basis. There could also
be some practical inconvenience for the Government in reinstatinghcheck—off
after the industrial action had ended. Finally it should be borne in mind
that if the unions were to withdraw from check-off altogether this might carry
gome disadvantages for the Government since other methods of collection could

take up staff time and provide more scope for union propaganda.
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5.48 The Group concluded that the balance of advantage was marginally
in favour of being able to exercise the option of discontinuing
check-off in the event of prolonged industrial action. It is there-

fore recommended that, as a first step, the Government should

clarify in the discussions about the new Facilities Agreement that

it would be free to discontinue check-off at its discretion in the
event of industrial action (paragraph 5.46 above), and that
subsequently the necessary preparatory work on pay computer sub
programmes and other practical aspects should be put in hand on a
contingency basis. It should be noted that unless a new Facilities
Agreement is concluded in which the unions agree to the clarification
proposed, the option of discontinuing check-off Qould only be
available in 1982 if the Government were to decide, notwithstanding
the argument in paragraph 5.45 above, that it was prepared to

contemplate a breach of the existing Facilities Agreement.
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Strike Pay

5.49 The Group also re-examined the issue of whether strike pay could be
made taxable. As paragraph 1.3 above explains, those who took selective
action dﬁring the 1981 dispute received strike pay amounting to 85 per cent
of normal salary and, since this was not taxable, most of them in fact
received more than their normal salary. However, this was wholly exceptional
and only possible because of the limited numbers on strike at any one time
and the fact that sufficient levy income was available to support this level
of payments for a lengthy period. Most trades unions pay only a few pounds
per week strike pay and some no strike pay at all.

5.50 As the law stands, strike pay is not taxable; it is not within the
legal definition of income for tax purposes. It would in principle be
possible to legislate (in a Finance Bill) so as to make it subject to tax,
but although the issue has been examined several times (although not in
detail in the recent past), it has not been thought feasible and desirable
to do this. The difficulties are partly general: strike pay will often be
to some degree the return to a union member of his own contributions, made
out of his post-tax income. Also, and perhaps more important, there would
be intractable practical problems in enforcing liability. The law could
require trade unions to deduct tax from payments or to report payments to
the Inland Revenue, but the arrangements for handling strike pay and its
distribution could well be devolved to local strike committees whose
structure might be very informal and whose existence and membership might
be transitory. Faced with a natural unwillingness to co-—operate, the

Revenue could be left with no effective sanction to impose compliance.

5.51 Despite the difficulties which have already been identified, we

nevertheless recommend that the case for legislation to make strike pay

taxable should be reviewed. Any legislation would, of course, need to
apply generally; we can see no case for legislation which applied only to

the Civil Service,
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MANAGEMENT TACTICS FOR ACHIEVING A SETTLEMENT

5.52 In addition to the various forms of management action directed against
empioyees or unions discussed above, the Group also considered a range of

management tactics for achieving a settlement, ie -
i. unilateral implementation of a pay offer by managementj;

ii. dating the pay increase from the end of the dispute rather than
backdating to the normal pay award date;

iii., offering pay increases to staff on condition that they refrain

from taking industrial action; and
iv. a management ballot of employees.

Unilateral implementation of pay offey

5.53 The unilateral implementation by management of a pay offer has on
occasion been used successfully in the private sector. Experience suggests
that the circumstances in which this tactic is likely to be useful are as

follows -
i. most employees are thought likely to accept the offer;

ji. it is generally recognised that the employer is fully resolved
not to increase the offer and may indeed be prevented by

circumstances from doing soj

iii. industrial action has not yet broken out or is confined only to

limited unofficial action.

The tactic is unlikely to be useful where extensive industrial action is
already in progress and where most employees are determined to achieve a

better settlement than management has offered., The tactic is likely to be
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particularly ineffective if industrial action is selective (as has tended not
to be the case in the private sector when this tactic has been used). In
such circumstances most employees have the best of both worlds; they can
enjoy an immediate pay increase and still look forward to the possibility that
selective action by some of their colleagues (financed more easily by levies
from those receiving the increase) may eventually secure an even higher

increase.

5.54 A variant would be to implement the pay offer unilaterally for certain
grades only, This would be worth considering if there was evidence of marked
divisions of view among unions and employees. The tactic would not be

useful unless the Government was confident that employees in the grades
affected would acquiesce in the offer as a final settlement for them and would
desist from industrial action leaving the remaining grades to fight their

battle alone.

5.55 It is unlikely that unilateral implementation would have prevented or
curtailed the industrial action in 1981, In 1982 a pay settlement may well
have to be implemented unilaterally, if Parliament were to set aside the
arbitration award, but the circumstances would then be entirely different

from those discussed above.

No backdating

5.56 In pay negotiations in the United Kingdom it has become common practice,
whether or not there is a dispute, to make a new pay award operative from

the normal annual pay date rather than the actual date of settlement. This
removes some of the pressure for bringing a dispute to an end. In the USA

on the other hand pay contracts specify new settlement date and it is under-
stood by both parties that, if agreement on a new contract is not reached

by then, there is no backdating., The introduction of similar understandings
for the Civil Service might be worth considering when discussions take place
with the unions on the new arrangements for determining Civil Service pay

following the Megaw Inquiry,
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5.57 In present circumstances however the tactic of refusing backdating
may be limited in effectiveness, The main problem is that if, when the
normal pay date has passed and a dispute is already in progress, management
then withdraws from backdating an offer which the unions are already
unwilling to accept, this widens rather than narrows the area of disagreement,
and could thus tend to prolong the dispute. The tactic would probably not
bring pressure on those already on strike since they would not be receiving
pay for the period in any case. The crucial consideration would be the
effect on those not taking industrial action. To some extent it might
encourage them to press the unions harder to stop the industrial action;
but it could well be destructive of the morale of those who had hitherto
worked loyally.

5.58 Our conclusion is, therefore, that this tactic should be kept in mind
as a possible option, bearing in mind the advantages and disadvantages, but
that the more fruitful line to pursue would be to consider a change in

the understandings about the operative dates of new pay awards in the

discussions with the unions following the Megaw Inquiry.

Pay increases conditional on not taking industrial action

5.59 In 1981 the Law Officers drew up a scheme for making pay increases
conditional on not taking industrial action. It was thought that an
initiative of this kind might bring to an end industrial action which could
otherwise be long drawn out. It was accepted that it was not possible,
unless disciplinary procedures were applied, for management to decide
unilaterally to withhold pay increases from those who had taken industrial
action, It was therefore envisaged that individual staff might be offered

a monthly (or weekly) pay increase on condition that they bhad not taken part
in industrial action during the preceding month (or week); it would be

possible for staff to refuse to accept the pay increase on such conditions.

5.60 The usefulness of such a tactic depends, as always, on the circum—
stances, which we cannot predict in advance. Its aims are, first, to give
loyal staff the increase the Govermment is willing to pay without further
delay and, second, to add to the costs of taking industrial action. It
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would be unwise to attempt such an initiative so long as the majority of
the staff were thought to be supporting the union (and therefore the
chances of success slight), although its implementation would mean that
staff would not receive the pay increase for any month during which they
had taken part in industrial action, which would thereby force them to
congsider the matter in terms of their own rinancial position. The
circumstances in which it might be an appropriate tactic are much the
same as those in which the unilateral implementation of a pay settlement

might prove effective.

Management ballots

5.61 Experience in the private sector suggests that a ballot of employees
by management may sometimes help to prevent or resolve a dispute. This

could arise in the following circumstances -

i. where there was good reason to think that union views did not
reflect the views of most of their members, and of non-union

employeess and

ii., where there was a reasonable .chance that the outcome of the ballot
would be favourable to management, and would prevent or resolve

" the dispute.

The ballot would be simply about acceptance of management's pay offer but
the question could also relate to other issues - for example willingness to

embark on or continue industrial action.

5.62 Before embarking on a management ballot, the Government would need to
assess the risks carefully; the main risks are either that the vote would

be unfavourable or that, possibly as a result of union pressure, the response
rate would be low. An unsuccessful ballot would undoubtedly weaken the
Government's position considerably and strengthen that of the unions., The
mere setting in motion of the ballot could, in certain circumstances, tend to

rally the employees behind their unions as a reaction against the apparent
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attempt to undermine the unions., The balance of advantage would need to be
carefully assessed at the time. An important consideration (see below)
might be the time taken by the ballot; a long time-lag would make it
difficult to predict the result and might prolong rather than shorten the
dispute.

5.63 A review of the 1981 dispute suggests that there was no time when a
management ballot would have been helpful. In 1982 the special nature of the
arrangements - access to arbitration and the possibility of Parliamentary
override - suggests that there is unlikely to be a place for a management
ballot in the current pay negotiations., This option should however be kept
in mind for future years and the practical implications have therefore been

examined.

5.64 The cost of a management ballot would fall on the Government as employer.
(Under the Employment Act 1980. public funds may be provided to unions for
carrying out ballots for certain purposes but not for ballots to be carried
out by management.) The Government would have to decide whether to carry out
the ballot itself, which would involve drawing up in advance detailed plans
and earmarking staff for the purpose. The alternmative would be to call on a
third party, such as the Electoral Reform Society (FRS). The advantages of
using the ERS or some other third party would be that the ballot would be

more likely to be accepted as fair and authoritative and that the Government
would be saved the trouble of posting the ballot papers and counting them.

On the other hand the Government would surrender some control over the
arrangements (for example the ERS would probably insist on its right to
approve the question) and it might seem odd for the Govermment to turn such

a task over to a small independent organisation, thus conceding apparently
that its own conduct of the ballot might not command confidence. A Government
ballot might also be quicker; the ERS has estimated that a management ballot

of non-industrial civil servants might take six weeks and cost £300,000.

5.65 A pre-requisite for a management ballot, whether carried out by the
Government or by a third party, is up-to-date and readily accessible
information about the home addresses of all staff. We have considered whether

the central National Insurance records could be used for this purpose.
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There are however some serious difficulties of principle (such records

have been hitherto used for national insurance purposes only except in a

few very exceptional cases which have been tightly defined) and some practical
limitations (up to 25 per cent of the home addresses may not be up to date
because they may not have been recently contacted on National Insurance
matters; there mayalso be difficulties in an industrial dispute in securing

the co-operation of the relevant National Insurance staff). It seems therefore
that a management ballot would have to rely on Departments' own records of

the home addresses of their staff. The extent to which this information

is available in a form which could be readily used for purposes of a ballot

requires detailed investigation.

5.66 We therefore recommend that the Treasury should undertake a study,
with the help of Departments, to establish the cost and feasibility of

conducting management ballots in the non-industrial Civil Service; in the
light of this study Ministers would then need to consider whether plans should
be made to carry out such ballots on a contingency basis and if so whether

the Government would undertake the task itself or call on a third party.
RESTRAINTS ON THE FREEDOM TO TAKE INDUSTRIAL ACTION

5.67 The analysis in the earlier paragraphs of this part of the report

has demonstrated that there are-some legal constraints on the Government's
freedom to counter industrial action by its employees. The Group therefore
considered a more fundamental approach under which there might be some general
restriction on the freedom of civil servants to take industrial action.

Three possible routes were considered -

i. by legislation (following the model of some other countries where

civil servants are forbidden to strike by law);

ii, by collective agreement, ie a "no-strike" or "no industrial action"

agreement;

iii. by entering into new contractual arrangements with individual civil

servants.
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"No-strike" legislation

5.68 1In certain countries (for example the USA and Australia) civil servants
are prohibited by law from going on strike., In the USA in particular all
national government employees have been prohibited from striking since 1946.
Most Federal Government employees who strike can be dismissed, since this is
a breach of the Oath of Allegiance which forms part of their contract of
employment; and those who organise a strike can face a prison sentence if

the Goverhment seeks an injunction against the strike. This was underlined
recently in the US Air Traffic Control strike when all the Controllers were
dismissed. It should however be noted that the sanction of dismissing all
those on strike is already available to an employer under United Kingdom

law (see paragraph 5.28 above). Moreover the particular tactic adopted by
the US Govermment under which the Controllers were given time to return to
work or be dismissed, will also become available to United Kingdom employers
when the Employment Bill is enacted later this year (see paragraph 5.30 above).
As the analysis of the dismissal sanction in paragraphs 5.28-5.30 abeve shows,
the inhibitions about dismissing strikezs are more practical than.legal.. -The
Government would be ill-advised to dismiss large numbers of striking civil
servants unless it was confident that the threat would work or that they
could do without the civil servants concerned. In the recent United States
case it has been necessary to recruit and train thousands of new Air Traffic
Controllers at considerable cost, although the United States Government may well

judge that the benefits more than offset this cost,

5.69 Leaving aside these points about the dismissal sanction, the Group

also identified some major difficulties. The first problem is that in
countries where the right to strike is prohibited by law it has been thought
unaveidable to balance this with some assured system of pay determination
involving eg indexed pay, arbitration, or statutory comparability. The
Government's evidence to the Megaw Inquiry has pointed in the direction of
moving away from a system of pay determination of that kind. Secondly,

it is notable that legislation to prohibit Civil Service strikes has not, in
the USA and elsewhere, succeeded in preventing them, particularly in recent
years., Finally it should be noted that in the US Federal Civil Service there
has been increasing use of the tactic of "sick out", a form of industrial
action under which everyone simultaneously ' reports sick, disrupting the work
without openly defying the law.
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5.70 The Group therefore concluded that this approach is unlikely to be

worth pursuing. The only circumstances in which it might deserve further
consideration would be if, following the Megaw Inquiry, the Government were
to contemplate introducing for the Civil Service some assured method of
determining pay which was not available to employees generally, and which

might jﬁstify some restriction on the right to take industrial action.

"No strike" agreement

5.71 An alternative approach would be for the Government to enter into an
agreement with the Civil Service unions which provided for no strikes or
restricted in various ways the scope for industrial action. There are
however several major difficulties similar to those applying in the case of
"no-strike" legislation., First there would have to be an inducement in the
form of assured long term pay arrangements and the price would probably be
too high., Secondly, the agreement might break down on just those occasions
when there was a real prospect of industrial action. Finally, there would
be a continuing difficulty about preventing forms of non-co-operation which

fell short of industrial action as défined in the agreement.

5.72 A variant would be to introduce a "no-strike" agreement confined to
staff engaged in particularly sensitive areas of work. There are however
few grades confined solely to sensitive areas of work. Moreover the work
concerned can often be disrupted by industrial action outside the sensitive
area in general support services and maintenance. The unions might in any
case be unwilling to reach an agreement which deprived them selectively of
their more effective weapons. While staff in self-contained management areas
might bhe more willing than their unions to make such agreements, it would be

likely to be only on tough conditions and at a significant cost.

5.73 The Group's conclusions were, therefore, the same as those relating to

"no-strike" legislation, ie that a "no-strike" agreement would be worth
considering only if, contfary to current thinking, the Government was to
contemplate, following the Megaw Inquiry, some particularly advantageous
and assured method of determining Civil Service pay, in return for which the
unions might be expected to accept, without further inducement, some

restrictions on their right to take industrial action.
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Contracts

5,74 The Group also considered whether it would be feasible to limit

the scope for industrial action by civil servants not by legislation

or by collective agreement but by entering into new contractual

obligations with individuals., It might, for example, be made a specific
condition of service that no pay was due when no work was available, or that
failure to work normally as directed might lead to suspension without pay

for as long as the Department chose, An offer of a new contract to all
existing civil servants simultaneously would in effect be much the same as
entering into a new collective agreement, and similar-considerations would
arise. There would need to be a deal with the union for which some price would
have to be paid. The option was therefore considered of offering new contracts
to new entrants to the Civil Service or to existing staff on promotion or

when a salary increase was awarded.

5.75 There are however some major difficulties., It would probably not be
feasible to link the new contract with a salary increase without getting
back into the same problems as would arise over a collective agreement.
Action confined to new entrants and promotees would however take effect
only over a very long period. During this period management would have a
very difficult task of dealing with staff who had markedly different
conditions of service., Moreover, although it might be strictly within the
law to withhold promotion unless the promotee entered into a new contract,
the Attorney General hag. advised that this would attract justifiable criticism
on the grounds that those concerned had no real alternative to accept the
restrictions in return for benefits which ought to have been theirs anyway.

The Group therefore concluded that it would not be feasible to attempt to

make major changes affecting the scope for civil servants to take industrial
action by dealing with individual contracts.

¥
5.76 There remains a more limited question of whether it would be desirable

to clarify the obligations of managers in relation to industrial action,

This would have the added advantages, if it could be carried through success-
fully, of bearing on the particular difficulties which arise when managers
gupport industrial action (which are a serious problem for all counter-
measures, whether sanctions or contingency plans), and of being likely to be
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welcome to at least some staff in the grades concerned. The idea would be

to make it clear in writing to unions and staff that, while industrial action
is always a fundamental breach of conditions of service, it is particularly
inconsistent with the duties of higher levels of responsibility, say at the
level of Senior Executive Officer and equivalent upwards or the holder of any
post with management responsibilities, and would therefore be liable to
downgrading or some other penalty. There are many difficulties to be
considered further about this possible approach, and it would always be

a difficult matter of judgement in what circumstances it might best be

opened up with the unions and staff if it were not to be counterproductive.

Nevertheless we recommend that this is an approach worth further detailed

study.
SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS

5.77 The conclusions and recommendations in this part of the report may be

summarised as follows -

a. Temporary relief from duty (TRD) remains, as in 1981, an important

sanction where staff refuse to work normally or as directed. The
procedures have been modified and, when applied in certain circumstances,
simplified, in the light of experience in 1981, In order to overcome
the operational difficulties where local managers are themselves with-
holding co—operation, Departments, particularly those with numerous

local offices, should consider carefully how the TRD procedures might be
most effectively administered in the future and the outcome of these
reviews should be reported to the standing group of officials discussed

in Part 4 of this report.
b. The optlon of reduced pay should be considered only in llmlted
" eircumstances wheie the practlcal probleme could be overcome and the -

use of TRD could not be justified,

C, The use of disciplinary procedures should not be considered as a

means of seeking to end widespread industrial action, although these
procedures may, as in the past, be appropriately used to deal with

some individual cases.
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d. The draft legislation already prepared to permit lay-—off without

pay should be retained as a contingency measure and its provisions
reviewed from-time to time in the light of experience, with a view to

its speedy introduction, if necessary.

e. Until the new Employment Bill has been enacted, summary dismissal

is unlikely to be a useful sanction to deal with widespread and concerted
industrial action; although the new Bill will provide additional
flexibility, some practical constraints will remain and the risks would

have to be assessed carefully at the time.

f. Legislation to permit suspension without pay, even in circumstances

where staff were genuinely willing to .work normally and their work was
not affected by the industrial action of others, would be a major step
going far beyond the contingency legislation on lay-off at (d) above.
If however Ministers were to conclude in a future dispute that the
circumstances justified such a radical step, the necessary legislation

could be prepared quickly.

g. Although industrial action is taken into account to some extent in
judging fitness for promotion, it would be disadvantageous to management
to make it a general rule that this factor should be explicitly and

systematically considered as a criterion for promotion.

h. In those Departments where it would be appropriate it should be
made clear to staff either immediately before or early on in the course
of a period of industrial action in the future that the need to deal
with backlogs of work once normal working has resumed would be given

priority by management in deciding when annual leave might be taken.

i Union facilities (other than check-off) are already withheld on

particular occasions to avoid their being used in industrial action

and it would be disadvantageous to go beyond this.
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Je The Govermment should clarify in the discussions about the new
Facilities Agreement that it would be free to discontinue check—off
in the event of industrial action, and the necessary preparatory work

on implementation should be put in hand on a contingency basis.

k. The possibility of making strike pay taxable should be considered
in detail by the Inland Revenue.

1. The unilateral implementation of a pay offer is unlikely to prove an

effective tactic, except in special circumstances.

m. Consideration should be given in the discussions following the Megaw
Report to the possibility of introducing an explicit provision in the

new Civil Service pay arrangements that pay settlements will not be

backdated if agreement has not been reached by the due settlement date.

n. The tactic of making pay offers conditional on not taking industrial

action is worth considering only in certain limited circumstances.

0. The option of a management ballot should be kept in mind in future

disputes for use in certain circumstances but there are some practical
problems. The Treasury should undertake a study in consultation with
other Departments concerned to establish the cost and feasibility of
conducting management ballots in the non-industrial Civil Service; in
the light of this study Ministers would then need to consider whether
plans should be made to carry out such ballots on a contingency basis
and if so whether the Government should undertake the task itself or
call on a third party.

p. The approach of "no-strike" legislation or agreements is not worth

pursuing unless, contrary to current thinking, the Government were to
contemplate following the Megaw Inaﬁ;}y some partieularly

advantageous and assured method for determining Civil Service pay in
return for which the unions might be expected to accept without further

inducement some restriction on their rights to take industrial actiom.
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q. It would not be feasible to make major changes affecting the scope
for civil servants to take industrial action by dealing with individual
contracts, Further study should however be given to the possibility

of clarifying the obligations of managers in relation to industrial

action,
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PART 6: DEPARTMENTAL CONTINGENCY PLANNING

6.1 Effective departmental contingency plans are clearly important, not only
to cope with the effects and limit the costs of industrial action but also as
a deterrent, by showing it to be ineffective. However, it is unlikely to
prove possible to identify in advance precisely how industrial action will
develop in the future or even to devise adequate solutions to all of those

problems that can be foreseen.

6.2 Contingency plamming is clearly a matter for individual Departments and
the Group has not, therefore, considered this aspect in detail. Departments
are currently reviewing their contingency plans in the light of the 1981
dispute. Their main coverage has been reported to the Treasury (via the MPO).

6.3 Examples of the adjustments to plans being made by Departments are as
follows. The Inland Revenue have been reviewing and streamlining their

banking arrangements, to make them less vulnerable to industrial action; and

are setting up a "command centre" equipped with facsimile transmission machines
and direct lines to senior regional staff (this will enable advice to be given
rapidly to management in the field, and will also provide semior management
and Ministers with up-to-date information about developments). DHSS are
considering introducing further regulations to enable them to recover emergency
payments made in lieu of supplementary benefit., They are also preparing
possible procedures for the payment of emergency benefit payments by other
bodies, particularly local authorities, These, and other similar arrangements
are geared particularly to the possibility of local offices being closed to

the public for more than just a day or two.
6.4 The most important plans are to be examined rigorously in bilateral
discussions between central Departments and individual Departments. Particular

attention will be paid to the following aspects -

i, The extent to which problems which arose in 1981 have been overcome;
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ii. The limitations of the plans and, in particular the extent to
which their effectiveness decreases the longer industrial action

lasts;

iii, How far they depend on the voluntary co-operation of staff or

of other organisations;

iv. How far they overcome the particularly important problem of
ensuring that mail continues to be delivered to Departments (on
the assumption that, as in 1981, all Post Office staff and some

Government messengers would refuse to cross picket lines); and

v. Whether sufficient account has been taken of the ways in which
trade union tactics might alter in future industrial action including
in particular, the possibility that other public or private sector

unions might co-operate with the Civil Service unions.

6.5 Attention will be paid in these discussions to the problems which
can arise in specialised areas, such as computer operatioms, which can be
particularly difficult to overcome and where problems ma& differ markedly
between Departments. Central Departments will also be seeking to ensure
that departmental contingency plans have been formulated on a consistent
basis and are compatible with each other, The opportunity will also be
taken in these discussions to disseminate information about any novel or
particularly effective approaches which individual Departments may have
developed to problems which are likely to be common to a number of

Departments,

6.6 We think it is important that departmental Ministers should be aware
of the contingency planning being undertaken by their Department. We

therefore recommend that at least the main points in the contingency plans

of each Department should be submitted to a departmental Minister and that
their attention should be drawn to the limitations of the plans and to the

assumptions on which they are based., We also recommend that an assessment
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of the overall position should be submitted to the Chancellor of the
Exchequer once the bilateral discussions have been completed between
central and individual Departments, which will probably be by about

the end of February. This might most appropriately be considered first
by the standing group of officials referred to in Part 4 of this report.
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PART 7: SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS

7.1 The Report's conclusions and recommendations are summarised in the

following paragraphs,

Origins, nature and outcome of the dispute
7.2 Part 1 of the report describes briefly the origins, nature and outcome

of the dispute. This brings out the following main points -

a., For many staff, particularly in the middle and higher grades, the
dispute was less about the level of pay increase in 1981 than about

the suspension and termination of the Civil Service Pay Agreements

and the fact that the Government did not feel able to offer any specific

assurances about Civil Service pay arrangements in the longer term.

b. Although the industrial action lasted for 22 weeks, the financial
cost of the dispute to the unions and their members was modest

(£24 million); this is because, after the national one-day strike on

9 March 1981, the numbers on strike (or temporarily relieved from duty
because they were not working normally or as directed) rarely exceeded

5,000, less than 1 per cent of the non-industrial Civil Service.

c. While the Governmment largely achieved its pay objectives, which
were important both for public expenditure and because of the wider
repefcussions on the pay round, the financial cost of the dispute to
the Government was considerable (notably an additional interest cost
of £0.5 billion through delayed tax revenue), and there were many
other penalties, both macro-economic (eg the distortion of the
monetary aggregates) and managerial (eg the deferment of taxation of
unemployment benefit and the delay in computerisation of Schedule D
tax),
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d. The cost to the Government would have been much greater (eg an
interest cost of £1 billion rather than £0.5 billion) but for the
co-operation of a small number of key staff at middle and senior
management level who took on duties beyond their normal work; the
availability of similar co-operation in the future may be vital,
Analysis of the problem -
7.3 Part 2 of the report analyses the nature of the problem and makes the

following main points -

a., If the Govermment is to prevent and deter industrial action in the
future, and if such action occurs, to counter it satisfactorily, it
must, like other employers, pursue two goals: one is to secure and
retain the loyalty of at least a substantial majority of the staff;
the other is to be, and be seen to be, sufficiently resolute and

resourceful to withstand industrial action sucessfully.

b. The Government, unlike other employers, has to take into account
not only its responsibilities and objectives as an employer but also
its responsibility for the management of the economy as a whole. This
can make it more difficult for staff and management in the Civil Service
to see themselves as having the same sort of community of interest

ag can sometimes arise in the private sector in ensuring that a

business remains viable,

¢, If and when a dispute occurs, the Government may have to weigh
conflicting considerations: +the possibility of bringing the dispute
to an earlier conclusion by increasing the cost to the unions against
the risk of increasing the financial cost to the Government and
worsening the disruption of services; and the short-%erm objective

of bringing a particular dispute to a successful conclusion against
the longer-term objective of improving industrial relations and

thereby improving efficiency.
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d. TFor 1982 the unions themselves as yet have no particular plan and
may hold their hand with the Megaw Report due in the summer, If there
is industrial action, the most likely form is further selective

strike action, although the unions' tactics may not be the same as in

1981,

Improving the climate of opinion
7.4 In order to improve the climate of opinion before and during pay
negotiations and during a dispute it is recommended in Part 3 of the Report

that -

a. Although the Government should continue to ensure the support of
public opinion in future disputes in the Civil Service, strengthening
the morale and loyalty of staff, particularly at middle management
levels, is important both in avoiding disputes and, if disputes do

occur, in ensuring a successful outcome,

b. On the main issues affecting morale over the next year or two

(eg the 1982 pay negotiations, future pay arrangements post-Megaw,
pensions, manpower, and new technology) the impression should be
avoided that the Civil Service is being singled out for especially
rigorous treatment, and the Government should seek to create confidence

that it intends to deal fairly with its own employees.

c. Action should be taken, where possible, to improve morale in the

longer term by dealing with matters unconnected with the main pay issues,

do If a dispute occurs: it is essential to have a reasoned message,
supported by arguments and evidence, which can be put across persuasively
to staff,

e, Public statements should also be prepared with an eye to the effect

on employee opinion,

f, More use should be made of the management chain from Ministers through
senior management to middle managers, to pPut across the reasoning behind
the Government's position, and this process could also provide valuable

feed—back about the development of staff opinion,
MANAGEMENT - IN;%gNFIDENCE
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Organisation during a dispute
7.5 On organisation during a dispute it is recommended in Part 4 of the

Report that -

a. A standing group should be set up, with the composition described in
paragraph 4,5, to meet not less than once a week with a Treasury
Minister as Chairman but with a senior Treasury official as Deputy
Chairman under whom the Group would meet except when there was

business of particular importance.
b. The terms of reference of the group should be set out in paragraph 4,6,

c. The group should also undertake the further work proposed in
Part 5 of the Report and the assessment of departmental contingency

plans proposed in Part 6 of the Report.

Management responses to industrial action
7.6 On the possible responses by management to industrial action, the

group's conclusions and recommendations in Part 5 of the Report are as

follows -

a. Temporary relief from duty (TRD) remains, as in 1981, an important

gsanction where staff refuse to work normally or as directed. The
gsimplified, in the light of experience in 1981, In order to overéome
the operational difficulties where local managers are themselves with-
holding co-opération, Departments, particularly those with numerous
local offices, should consider carefully how the TRD procedures might
be most effectively administered in the future and the outcome of
these reviews should be reported to the standing group of officials

discussed in Part 4 of this report.

b. The option of reduced pay should be considered only in limited

circumstances where the practical problems could be overcome and the

use of TRD could not be justified.
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¢ce The use of disciplinary procedures should not be considered as a

means of seeking to end widespread industrial action, although these
procedures may, as in the past, be appropriately used to deal with

some individual cases.

de The draft legislation already prepared to permit lay-off without pay

should be retained as a contingency measure and its provisions reviewed
from time to time in the light of experience, with a view to its speedy

introduction, if necessary.

e, Until the new Employment Bill has been enacted, summary dismissal

is unlikely to be a useful sanction to deal with widespread and
concerted industrial action; although the new Bill will provide
additional flexibility, some practical constraints will remain and

the risks would have to be assessed carefully at the time.

f. Legislation to permit suspension without pay, even in circumstances
where staff were genuinely willing to work normally and their work

was not affected by the industrial action of others, would be a major

step going far beyond the contingency legigslation on lay-off at de.

above, If however Ministers were to conlude in a future dispute that

the circumstances justified such a radical step, the necessary legislation

could be prepared quickly,

g. Although industrial action is taken into acount to some extent in
judging fitness for promotion, it would be disadvantageous to management
to make it a general rule that this factor should be explicitly and

systematically considered as a criterion for promotion,

h, In those Departments where it would be appropriate it should be
made clear to staff either immediately before or early on in the course
of a periodlof industrial action in the future that the need to deal
with backlogs of work once normal working has resumed would be given

priority by management in deciding when annual leave might be taken,
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i, Union facilities (other than check-off) are already withheld on

particular occasions to avoid their being used in industrial action

and it would be disadvantageous to go beyond this,

jo The Government should clarify in the discussions about the new
Facilities Agreement that it would be free to discontinue check-off
in the event of industrial action, and the necessary preparatory

work on implementation should be put in hand on a contingency basis.

k., The possibility of making strike pay taxable should be considered
in detail by the Inland Revenue.

1. The unilateral implementation of a pay offer is unlikely to prove

an effective tactic, except in special circumstances,

m, Consideration should be given in the discussions following the
Megaw.-Report to the possibility of introducing an explicit provision

in the new Civil Service pay arrangements that pay settlements will

not be backdated if agreement has not been reached by the due settle-

ment date,

n, The tactic of making pay offers conditional on not taking industrial

action is worth considering only in certain limited circumstances,

o. The option of a mangement ballot should be kept in mind in future

disputes for use in certain circumstances but there are some practical
problems., The Treasury should undertake a study in consultation with
other Departments concerned to establish the cost and feasibility of
conducting management ballots in the non-industrial Civil Service; in
the light of this study Ministers would then need to consider whether
plans should be made to carry out such ballots on a contingency basis
and if so whether the Government should undertake the task itself or
call on a third party.
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p. The approach of "no-strike'" legislation or agreements is not worth

pursuing unless, contrary to current thinking, the Government were to
contemplate, following the Megaw Inquiry, some particularly advantageous
and assured method for determing Civil Service pay in return for which
the unions might be expected to accept without further inducement some

restriction on their rights to take industrial action,

qe It would not be feasible to make major changes affecting the scope
for civil servants to take industrial action by dealing with individual
contractse Further study should however be given to the possibility

of clarifying the obligations of managers in relation to industrial

action,

Departmental contingency planning

7+7. On vontingency planning it is recommended in Part 6 of the Report that -

a. The main points in the contingency plans of each Department should
be submitted to a Departmental Minister and his attention should be
drawn to the limitations of the plans and to the assumptions on which

they are based,

b, Once the bilateral discussions on the plans between central and
individual departments have been completed an assessment of the overall
position should be considered by the standing group of officials proposed
in Part 4 of the Report, and should then be submitted to the Chancellor
of the Exchequer,
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APPENDIX A

The Official Group on Lessons from the Civil Service Dispute (MISC 65)
consisted of representatives of the following Departments under

Cabinet Office chairmanship =

No 10 Policy Unit

HM Treasury

Management and Personnel Office

Lord Chancellor's Department

Ministry of Defence

Departments of the Environment and Transport
Scottish Office

Department of Health and Social Security
Department of Employment

Attorney General's Department

Lord Advocate's Department

Treasury Solicitor's Department

Board of Inland Revenue

HM Customs and Excise
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APPENDIX B

NON~-INDUSTRIAL CIVIL SERVICE PAY DISPUTE 1981: MAIN EVENTS

1 August

27 October
7 November

24 November-
1 December

1981
Ead January

5 February

9 February

23 February

26 February

3 March

9 March

10 March

Lord President told CCY (Council of Civil Service Unions) that cash
limits would be main basis of non-industrial pay settlement due on
1 April 1981, and that Govermment wanted to see longer term changes
in the pay research system.

Lord President informed CCSU of suspension of Civil Service Pay Agreements
for 1981 and that preparation of the pay research reports would be halted.

Prime Minister announced that provision for pay in the rate support grant
cash limit had been set at 6 per cent, and that in setting the other

public service cash limits (including that for the Civil Service) pay would
be dealt with broadly within the same financial disciplines,

Protest meetings organised by Unioms at 22 centres throughout the country,
attended by 30,000 non=industrial Civil Servants.

Special conferences of CPSA and SPCS at which industrial action failing
satisfactory pay negotiations strongly endorsed.

CCSA submitted joint claim for increase of 15 per cemt from 1 April 1981
subject to minimm increase of £10 per week.

Lord President offered a general increase of 6 per cent,

Lord President increased Government's offer to 7 per cent through savings
to be achieved in manpower and other administrative expenditure; he

also told the Unions that the Govermment had decided that a thorough review
of the pay arrangements was needed "with the objective of establishing

as soon as practicable an ordered and agreed system which took account of
all relevant factors and which would command the widest possible
acceptance',

CCSU rejected offer and gave notice of industrial action beginning with a
one=day strike omn 9 March.

Minister of State, CSD met Unions to discuss proposed review of the pay
system and possibility of assurances about the basis of the 1982
settlement but CCSU felt that no progress had been made.

One-day strike involving 273,400 non-industrial Civil Servants,
Beginning of selective action involving loss of 413,000 man days by

7 August 1981 (including days lost as a result of TRD action, but excluding
the one—day and half-day strikes and other protest action).
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1 April

14 April

27 April

21 May

26 May

29 May

5 dJune

8 June

11 June

29 June

17 July

31 July

3 August
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Half-day strike to coincide with operative date of pay award involving
loss of 53,000 man days.

Half-day strike to protest at use of naval persomnel to re-equip Polaris
submarine involving loss of 125000 man days.

Lord President met Unions to offer an assurance that there would be scope
for negotiations on the 1982 pay increase and proposing an independent
inquiry into the longer term arrangements for Civil Service pay. Unions
in reply called for genuine negotiations or arbitration in 1931; more
positive assurances on the 1982 negotiations; and immediate proposals for
reviewing the Pay Agreements,

Lord President wrote to CCSU proposing further talks on the future pay
system; proposal rejected by CCSU,

CCSU proposed talks without preconditions on either side, threatening
a major extension of the industrial action from 8 June unless such talks
were held or there were a decision to go to arbitration.

Lord President began talks with CCSU,

Following consultation with Ministerial colleagues the Lord President
told Unions that Government was not prepared to increase the offer of
7 per cent for 1981 and that no commitment could be offered about
arbitration in 1982,

Limited escalation of industrial action began.

Government gave formal notice of Official Side's withdrawal from the
1974 and 1977 Civil Service Pay Agreements,

Amnomncement of the independent Inquiry on Civil Service Pay.

CSD made revised offer of increase of 7 per cent plus £30 per head from
1 April 1981 together with an assurance that there would be negotiations
on the 1982 increase before cash limits were set and that failing
agreement the Govermnment would accept recourse to the Civil Service
Arbitration Tribunal on the understanding that the Govermment had the
right to ask the House of Commons to approve setting aside the Tribunal's
award on grounds of overriding national peolicy.

Revised offer accepted by CCSU after consultative meetings with members
throughout the country b} each umion (230,000 attended these meetings and
67 per cent voted to settle, In the IBSF 53 per cent -voted against; the
remaining unions voted in favour). . .

Return to work began, completed by 10 August.

.66

MANAGEMENT-IN=CONFIDENCE




SECRET AND PERSONAL (| 1)31.
MANAGEMENT IN CONFIDENCE

LESSONS FROM THE 1981 CIVIL SERVICE DISPUTE

The attached brief notes for Treasury Ministers the main points for
further attention in the report of the O0fficial Group on this subject
(MISC 65). It does not attempt to summarise the report itself, which
is already summarised in Sir Robert Armstrong's covering submission

t0 the Prime Minister and in Section 7 of the report (immediately below
that submission).

2 The Treasury (Industrial Relations line), Inland Revenue, Customs
and Excise and Treasury Solicitor were represented on the Group, and
support its conclusions and recommendationse

Responsibilities
3 The Chancellor has three rather different lines of responsibility
for the subject matter of this report:

i he is responsible for the wider economic aspects of any
dispute - eg effects on other pay negotiations or on the PSBR;

= ;ﬁi{a@ﬁi\i‘y

ii he is responsible for certain aspects of the central
management of the civil service: they include pay (which was the
reason for the industrial action and will remain the most likely
issue for wide-spread action); industrial relations (eg the
necessary degree of central co-—ordination of counter-measures); and
those other aspects of civil service conditions identified as
specially important for the climate of opinion - pay post-Megaw,
pensions, manpower, new technology and the expenditure approval
(though not the policy) on working conditions;

{  iii he is responsible for the direct management of his own
| departments.

Chancellor's Initial Comments

4 MISC 65 considered a number of papers, including the Chancellor's
minute of 9 November to the Prime Minister, The brief annexes a check-
list of recommendations in that initial minute,
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Origins, Nature and Qutcome of the 1981 Dispute (Section 1)

Summarised in 7.2
The three main points for Treasury Ministers are:-

a  the disparity of the costs inflicted on government and
unions - which would have been even worse without the loyal
efforts of some middle managers;

b  the importance of retaining the loyalty of managers.
This arises here first, but runs through the whole report.
It is crucial in getting communications right, applying
sanctions and limiting damage. It is very precarious, both
in the Chancellor's own departiments and generally;

c the effect on the length and bitterness of the
dispute of the unilateral setting aside of the pay
procedures, The nature of future industrial relations in the
civil service will depend on the Megaw recommendations and
the Government's handling of them,

Analysis of the Problem (Section 2)

Sunmarised in 7.3

The points about conflicting objectives are particularly important
for Treasury Ninisters, and the conflicts in question are real
conflicts which cannot be avoided. In particular, the conflict
between the Government®s responsibilities for its own business and
its wider responsibilities means that its policies may alienate
its staff in a way that does not arise for other employers.

Por 1982, we expect no widespread official industrial action, at
least before any possible Parliamentary override of an

arbitration award., But that is largely because of the arbitration
assurance, the depletion of unions' funds and the existence of
Megaw, Industrial action may be more easily provoked in 1983 (when
the Government's response to Megaw may also be an issue); the
revenue, and government cash flow more generally, are bound to
remain prime targets. In the next serious round the unions may
also be driven to include social security benefits among their main
targets,
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Climate of Opinion (Section 3)

Summarised in T.4 and the Chancellor has already noted its special
importance, The current pay round has not improved matters,
particularly where the offer is seen as rewarding the computer staff
who struck at the expense of those who worked so hard to counter the
strike, Two crucial lessons here are:

\ a 1o handle all issues with the effect on morale in mind.

It is easy to take decisions one by one which seem necessary
in isolation but whose cumulative effect creates very serious
long~-term problems;

! D to avoid the impression of singling out civil servants

) :

i for hostile treatment by their own employers.

4. Organisation during a dispute (Section 4).

&

Summarised in 75

Departments® internal organisation can be important for such matters
as using TRD to best effect. Inland Revenue and Customs have
reviewed their arrangements. For the necessary degree of inter-
departmental co-ordination, officials recommend the group under
Treasury chairmanship and terms of reference in 4.5 and 4.6 of the
report, If this recommendation is accepted the Treasury will set
up the new body immediately.

5. Management Responses (Section 5)

ey

Summarised in 7.6

The Group has already served a-usgful function in sharing working
experience of ways of using-TRD, and the Treasury will continue %o
promote this useful sharing-of -experience (handling mail is another
area where it has also already been useful)., Inland Revenue are
taking steps to strengthen their position in dealing with the
operational problem of local managers who themselves refuse to apply
TRD, by designating an enlarged management team in Regional Offices
who can be used to tackle this problem in local offices as and when
it arises, Nevertheless, the possibility of a repetition of the
problems of 1981 remains worrying, If the recommendations are
accepted, the Treasury will instruct departments accordingly.

Lay-off without pay is now being reconsidered in the context of the

Employment Bill, I%¥ would be ag?ontentious change to provide what
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amounts to an immunity to employers to break contracts in this waye.
From the limited point of view of civil service management, however,
it is preferable for the issue to be debated, and the immunity
TOVidff if that is the outcome, in the context of employment
Ebnera y than as a discriminatory provision applying to civil
gservants' contracts but not to others', To introduce a
discrimingtory power would clearly have a very damaging effect on
precisely the loyal element which would inevitably be included among

its targets.

It is recommended that the Government should clarify in the
discussions about the new Facilities Agreement that it would be free
to discontinue check—off in the event of industrial action,

Treasury Ministers are still considering the whole redraft of the
Facilities Agreement; the Treasury and Civil Service Committee may
criticise the cost of the o0ld, 1974 Agreement; and although the
redraft meets the objectives Ministers laid down after reviewing the
Agreement in 1979, there may be further points to raise, If the
Prime Minister's meeting endorses this recommendation it will be
right to raise check—off with the unions quickly and get into a
position to terminate check—off if need be as soon as industrial
action starts, It will be for consideration whether there are
other aspects of the revision to be raised also, but they would not
relate to industrial action.

Inland Revenue have set in hand a new consideration of the
possibility of making strike pay taxable, But it has not proved
feagible to do so in the past (and this has not been a large factor
in other strikes) so it would be wrong to set great store by this,

The tactic of a management ballot is always double-edged, It will
not arise in 1982, and could not have helped in 1981, For the
longer-term, our exploration of the practicalities with departments
and with the Electoral Reform Society has cast doubts on whether it
would be sensible to use the ERS (though the alternative is not
clear), and confirmed the importance of Possessing home addresses,
So further work is needed on these aspects (which the Treasury will
put in hand),.

The report recommends considering the possibility of no-strike
arrangements after and in the light of the Megaw recommendations.
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This is because no-strike arrangements (whether by agreement or

by legislation) would raise the question of some countervailing
assurance about the determination of pay, which the Govermnment would
presumably not itself wish to propose in the Megaw context but which
might conceivably be recommended, By way of background, the

United States has a statutory system of comparability; Australia

has a system of indexation and arbitration; Germany has two layers
of civil servants, the lower layer with comparability (and the

right to strike), and the upper layer with pay determined by
Parliament in relation to the pay of the others, It is also worth
bearing in mind that the phrase "making strikes illegal" is not
itself very meaningful, because strikes in this country are already
illegal as breaches of contract, though there are legal and
practical constraints about what sanctions can be applied. So the
question is not whether to make strikes illegal but rather:

a what criminal offence or civil wrong is to be created
going beyond the breach of contract?

b what penalty or sanction is to back it up?

¢ whether any legal provision is to be taken to override the
normal constraints (like appeal to the courts on the

legality and fairness of particular cases) so as to make the
penalty or sanction easier to apply?

Teb6q The report proposes further study of the idea of clarifying the
obligations of managers in relation to industrial action, The idea
would be to make it clear in writing to unions and staff that, while
industrial action is always a fundamental breach of conditions of
gervice, it is particularly inconsistent with the duties of higher
levels of responsibility and would therefore be liable to down-—
grading or some other penalty. There are many difficulties = both
legal and practical = about this approach, but it is worth further
consideration because it is directly addressed to the question of
the loyalty of managers which is crucial to so many aspects of this
whole problem, If this recommendation is approved, the Treasury will
organise the necessary study.

4
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6o Contingency Planning (Section 6)

Summarised in T.7
Departments contingency plans generally worked well, All departments

have reviewed them, and various improvements are in hand, The round
of bilateral discussions between Treasury and departments is well
advanced, One of its objectives is to provide the Chancellor with
overall assessment of the strategic implications of the nature and
limitations of the contingency plans as a whole,

Revenue and Customs will also put separate submissions to Treasury
Ministers on their plans,

5
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ANNEX

On the main points in the Chancellor's minute of 9 November to the
Prime Minister =

i TRD

TRD ;;;‘been thoroughly reviewed. It worked reasonably well
except (as in Inland Revenue) where local managers withheld
co~operation, The report recommends that departments with
numerous local offices should consider how the TRD procedures
might be administered in the future.

ii Suspension without pay

MISC 65 concluded that legislation of this kind would not be
practicable in advance of a major industrial dispute with
effects going well beyond those felt in 1981, but that the
necessary legislation (in the form of amendments to the
contingency legislation for lay-off? could be prepared quicklye.

iii Other weapons

The Chancellor's minute made recommendations about check-off;
and lay-off legislation. The report recommends that the
question of check=off should be raised with the unions. It
recommends that the draft lay-off legislation should be
retained as a contingency measure a wider lay-off power is
now being reconsidered in the context of the Employment Bill).

iv Coordination and cooperation

The Chancellor's point that departments in the front line
should be given the support and cooperation of all parts of
government is picked up in paragraph 4,1,

¥ Communications and publicity
Throughly reviewed in 3,6=3,9

SECRET AND PERSONAL
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LESSONS FROM THE CIVIL SERVICE DISPUTE (

-
. The brief is a fair enough summary of hey matters stand.
But frankly it leaves onewith a feeling that not very much
has been accomplished or that we should be in better shape to
fight another strike, should one occur. There is still, in
Sir Robert Armstrong's covering minute, an excessive regard
for the effectiveness of TRD - "a weapon well tried and refined ...".
In fact where it mattered most - in the Inland Revenue - it
was not all that effective in the sense that it neither
seriously restricted the area of industrial action nor did it
bring the revenue in. I agree we need to go on working away
at improving it. But we would be foolish tc put to much weight

on it.

2. Some useful improvements have been made or proposed in

the collection machinery for both the Revenue Departments. But
they fall far short of ensuring that our position next time
will be significantly better than last time. So far we have
failed to find anything which could remotely be considered a

breakthrough.

P I suppose it is the inherent imbalance between the State
and its employees, the extreme vulnerability of the State and
the corresponding protection enjoyed by the employee because
the State, even more than the nationalized industries, cannot
simply fold up which leads so many other Governments in one way
or another to outlaw strikes by their employees. I think we

make far too much of the difficulties. We have at present no
great difficulty in recruiting the great majority of staff we
need and it should be perfectly feasible either by law or by
contract to hire people only on a no strike basis (what is said
in the brief that "strikes in this country are already illegal
as breaches of contract" is right neither in law nor in fact -

SECRET AND PERSONAL
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incidentally some unions do in fact give proper notice of
termination of agreements or refuse to enter into a new
agreement ).
' Of course what does need to be recognised is that you
_cannot use a "no strike" provision to enforce unsatisfactory
‘terms of service. It is only if the terms of service are
satisfactory so that the job is an asset which the striker
risks losing that it will work.

AC
24 February 1982
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FROM: Minister of State (C)
DATE: 26 February 1982

CHANCELLOR cc Minister of State (L)
Sir D Wass
Mr Le Cheminant
Mr Gilmore

Mr Pearce
Mr Allan

A /- Mr M Buckley
Sir L Airey

Mr Gracey
Sir D Lovelock

LESSONS FOR THE CIVIL SERVICE DISPUTE
I commend the attached brief by Mr Gilmore for the meeting with the
Prime Minister. This covers the ground thoroughly. I also attach
comments by the Minister of State (L).

I would like to emphasise two points. First, the crucial importance
of retaining the loyalty of middle and senior management. We risk

losing this if they see us discriminating against the Civil Service
either in terms of the amount of the pay awards we make or, no less
important, if we seek legislative authority to impose new sanctions.

Secondly, I believe that no strike arrangements are mainly an
illusion. Aiprice has to be paid for them. When conditions of
service are satisfactory they are unnecessary, and when conditions

of service are unsatisfactory such arrangements will not hold. There
is a great deal of difference between trying to introduce no strike
arrangements where there is a tradition of strike action as a last
resort and maintaining them in areas where they are long accepted,
such as the police. Perhaps there is a limited place in areas where
national security is involved but the emphasis must be on the limited
character of such arrangements.

BARNEY HAYHOE
SECRET AND PERSONAL
MANAGEMENT IN CONFIDENCE
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LESSONS FROM THE 1981 CIVIL SERVICE DISPUTE

I welcome the discussion on 2nd March on the report by
officials and Sir Robert Armstrong's covering minute.

2. Defence has its own specia1<prbblems. By -our organisation
we are very dependant on civilians (110,000 industrisls and
110,000 non industrials) across the whole defence spectrum
including key operational areas. Such an arrangement has many
meiits, notably financial. But I am sure we need to take
further steps to provide better insurance against industrial

action.

. Some we can do ourselves, including the use of Service
personnel where possible. "ut thege are limited. The papers
before us mention two other arcas to which, looked at in defence
terms; I would attach more importance, notwithstanding the problems

they entail, than is given:

a. Jirstly we have sharp experience of how the withdrawal
of a few non-industrials can invalidate a large industrial
force and the rest of the non-industrials. 1TRD is no
solution. The power to lay off all the non-industrials
without pav ~ as we can do for industrials - would pose the
staff and Unions with a greatly heightened dilemma. I
accept the dangers set out in Paragraph 7 of Sir Robert
Armstrongts note but I suggést there are also advantages.

I understand that the Australian Government took powers of
this sort limited to Commonwealth employees in 1977;

¢
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b. there is a very strong case for a "no-strike" rule in
defence. Legislation is one possible way. I would certainly
not want to try to buy it by agreement as that simply opens
the Department to blackmail., But I should like to see more
thought given, in parallel with the invitation to the Megaw
Committee, to a system whereby staff, when offered promotion
to management level, had to accept as a condition of the
higher rank a "no-strike" undertaking. In such circumstances
the penalty could be reversion rather than dismissal,

I am copying this minute to those Ministers who are
attending the meeting tomorrow.

Ministry of Defence
18t March 1982

2
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From: P S JENKINS
1 March 1862

cc Minister of State (L)
Sir D Wass
Mr Le Cheminant

. Mr Gilmore

MINISTER OF STATE (C) Mr Pearce

Mr Allan

Mr M Buckley

Sir L Airey
Mr Gracey 5
Sir D Lovelock

LESSONS FOR THE CIVIL SERVICE DISPUTE

The Chancellor has seen your minute of 26 February covering the brief
prepared by Mr Gilmore for the meeting with the Prime Minister tomorrow
on the report of the official group (MISC 65) and the Minister of

State (L) minute of 24 February. He was most grateful, and found the

brief useful and concise.

P

P S JENKINS
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Diar  John

Lessons from the 1981 Civil Service Dispute

I attach a note of a meeting held here this morning,
at which Ministers discussed the report by the Official Group
on Lessons from the Civil Service Dispute (MISC 65) circulated

under cover of Sir Robert Armstrong's minute of 11 February.

I am sending copies of this letter to David Omand (Ministry
of Defence), David Clark (DHSS), Jim Buckley (MPO), Barnaby Shaw

(Department of Employment), Jim Nursaw (Attorney General's Office),

Adrian Carter (Mr Hayhoe's Office, HM Treasury), Gerry Spence and

David Wright (Cabinet Office).

Y ﬁw e etly

Maihasl Sibes ban-
/

John Kerr, Esq

HM Treasury
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NOTE OF A MEETING HELD AT 10 DOWNING STREET ON TUESDAY 2 MARCH 1982 AT 10.30AM
TO DISCUSS THE LESSONS FROM THE 1981 CIVIL SERVICE DISPUTE

Cebinet Office

Present

The Prime Minister

Chancellor of the Exchequer

Secretary of State for Defence wlole Dc)(,,U\A’Y)Q,I/tJb
Secretary of State for Social Services

Chancellor of the Duchy of Lancaster

Secretary of State for Employment

Attorney General

Minister of State, Treasury (Mr Hayhoe)

Mr Ibbs

Sir Robert Armstrong

Mr P L Gregson
it

The meeting had before it the report by the Official Group on Lessons from
the Civil Service Dispute (MISC 65) circulated under cover of Sir Robert

Armstrong's minute of 11 February.

The Chancellor of the Exchequer said that the report contained lessons both

about avoiding industrial conflict in the Civil Service and about preparing
for and dealing with such conflict if and when it occurfed. Under the first
heading there were some useful strategic insights, notably the need for
Ministers to give adequate attention to their role as employer and manager
of the Civil Service. Under the second heading there were recommendations
which he supported about organisation during a dispute and about the review
of departmental contingency planning, and also some detailed conclusions

and recommendations about management responses to industrial action, which
he endorsed., In particular there was a need to overcome the operational
difficulties where local managers were unwilling to apply the procedures

for Temporary Relief from Duty (TRD). It would not be right to introduce

SECRET AND PERSONAL
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legislation to permit lay-off without pay for the Civil Service alone. It was
desirable to consider the' discontinuance of check—off facilities in the event
of industrial action, There should also be further study of taxing strike pay,
management ballots and clarifying the obligations of managers. He agreed that
"no-strike" agreements were not worth pursuing, with the possible exception of

certain specialised groups of staff, for example in the Ministry of Defence.
The following points were made in discussion:

a, Although it was undesirable to introduce legislation about lay-off without
pay for the Civil Service alone, further consideration should be given to
introducing such legislation on a general basis, It was however a radical
step since it would enable employers to override contracts which had been
freely entered into. It would be necessary to consider whether lay-off
without pay should apply only when staff were without work because of
industrial action taken against their own employer or when they were
without work because of any industrial action. There was also a problem
of timing; it might on balance be better to introduce such legislation

as an act of deliberate policy rather than on an emergency basis in
response to a major industrial dispute., The merits of the proposal, and
the precise provisions of the Bill which had been drafted on a contingency

basis last year . ought to be re-—examined,

b. A major lesson of the report was the key role played by middle managers.
It was not only desirable to redefine obligations and conditions of service;
there had to be a major effort to capture the loyalty of staff at all
levels. The Treasury and the Management and Persomnel Office would be

tackling the different aspects of the problem,

c. The report (paras 5.36 and 5.37 and recommendation 5.77(g)) had
proposed no change in the practice of not recording on the personal
files of staff whether or not they took industiial action, It was

however important that this consideration should be borne in mind in

SECRET AND PERSONAL
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considering candidates for promotion, at any rate to posts with
managerial responsibilities. On the other hand the settlement of

the 1981 dispute, like most settlements of disputes, included a

"no victimisation" clause., This issue needed to be looked at further;
the best course might be to ensure that the personal files of those
vwho had performed particularly well during an industrial dispute

should be noted appropriately.

The Prime Minister, summing up the discussion, said that the MISC 65 report

was generally endorsed and in particular the recommendations on morale and
commmications in part 3 (which were in part already being implemented), the
recommendations on organisation in part 4, the recommendations in part 5 for
further action on the discontinuance of "check-off" facilities, the taxationg
of strike pay, management ballots, and clarifying the obligations of managers,
and the recommendations in part 6 about the review of departmental contingency
plans. The Treasury, in consultation with the Management and Personnel Office,
should re—-examine the case for including in personal files information about
whether an individual had taken industrial action, or had performed
particularly well during an industrial dispute. Ministers would need to look
again at the case for legislation to permit the lay-off without pay of those

who were without work because of industrial action.
The meeting -

1, Invited the Chancellor of the Exchequer, in consultation with other
Ministers as necessary, to arrange for the implementation of the
proposals in the MISC 65 report, in the light of the Prime Minister's

summing up.

2, Invited the Secretary of State for Fmployment to circulate a paper
reviewing the case for legislation on lay-off without pay in the event
of industrial action, (to apply generally, and not to the Civil Service
alone), and explaining the detailed scope of the draft legislation
prepared in 1981,

2 March 1982 3
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PRIVATE SECRETARIESYTO MINISTERS
PERMANENT SECRETARIES

DEPUTY SECRETARIES

UNDER SECRETARIES

MR P. G. DAVIES

Copy to each

e et et e N N

SPECIAL ADVISERS

1. Although the arrangements for the organisgtion of the
Special Advisers!' activities are workiﬁg well, 1t may help
the Devartment to have a little more detail about their
respective responsibilities. The Chancellor has approved
this notice and would be grateful i1f it could be brought

to the attention of all divisional officers.

2. In some cases papers are being copied unnecessarily,
in others not sufficiently. On many specified issues
suitable arrangements have already been worked out ad hoc
e.g. Mr. Cropper has primary responsibility for
liaising with Mr. Macrae and Mr. Unwin about the Chancellor's
speeches. Mr. Ridley has a special interest in PAYE
computerisation, and Mr. Cardona in BNOC. This note is
intended to supplement rather than to replace such

arrangements.

3. Broadly speaking the division of labour and interests

amongst the Advisers is as follows.

Mr., Ridley

Major strategic issues of particular concern to the
Chancellor. Liaison with Conservative Party Central Office
and Research Department over matters of publicity and

presentation.






Mr. Cropper

Tax and related policies. Liaison with Private Offices
and officials on Ministerial tours and speeches. Relations

with the Westminster and European Parliaments.

Mr. Cardoqﬁ

Expenditure and related policies.

by, The presumption should be that at least one Adviser
should receive a copy of any submissions to Ministers, and
any outside correspondence. In doubtful cases the copies
of submissions should be directed to them on the basis
indicated in the attached table, which is not intended to
be =exhaustive. "Staff-in-Confidence" and similar papers
are obvious exceptions to these provisions. Where issues
of political or presentational interest arise, it is,of
course, very helpful if Advisers can receive some kind.of
early warning, whether on paper or by word of mouth,

before submissions are made to Ministers. In effect =

(a) All three Advisers should receive submissions to

Ministers on broad macro-ecconomic questions, forecasts and

on major Treasury initiatives. Obvious examples are the
Budget as a whole (as opposed to the details of a particular
tax change), or the Public Expenditure White Paper (as

opposed to a single expenditure programme).

(b) Submissions on monetary policy, overseas financial

questions and the sale of assets should be copied to Mr.

Ridley and Mr. Cardona.

(¢) Detailed submissions on taxation and the Finance Bill

should go only to Mr. Cropper except where they raise major

questions of principle.






(d) Submissions on the more detailed aspects of particular

public expenditure programmes should go only to Mr. Cardona,

except that papers on arts and heritage and National Health

Service should also go to Mr. Cropper, while those on Social
Security should, as a rule, go to all three Advisers.

(e) Papers on institutional questions (e.g. pension funds,

financial institutions, Wilson Committee, Stock Exchange,

etc.,)should go to Mr. Cropper and Mr. Cardona.

(f) Parliamentary matters (Luxembourg and Westminster)

should go to Mr. Cropper.

5. The Specilal Advisers have asked me to remind Divisions
that they are always happy to be consulted about submissions
before they are made. They are, of course, able to advise

on the technical interpretation of the Manifesto and other
policy statements,. provide relevant quotations and in general
help with background guidance on policy work undertaken in
opposition. There are sometimes occasions on which a careful
consideration of the political background to an issue can
greatly affect or even short-cut time-consuming work

on matters of substance.
et

M. A. HALL
15th January 1980






Macro-econcmic - Strategy and
forecasting

- Detail
Major initiatives, eg Budget
as a whole, Public Expenditure
White Paper
Social Security

Taxation - Strategy

- Detail incl wider
share ownership

- Finance Bill
Arts and Heritage
EEC fiscal affairs incl Budget
Parliamentary matters incl
Select Committees; European
Parliament
Industrial policy

Nationalised industries

Overseas finance, Exchange
Control and EEC non-fiscal

Monetary policy and pay
Sale of assets

Public expenditure - Detail
Local Authority issues and rates

Financial institutions, Wilson
Committee, etc

Cropper Cardona







10,1 VNING STREET,
WHITEHALL S.W.1

Creulatioa, Plaas.

With the Private Secretary’s
Compliments




PERSONAL COVERING SECRET

10 DOWNING STREET

From the Private Secretary S March 1980

I told you on the telephone that the Prime Minister
would like to have a word with the Chancellor, the Home
Secretary, Mr. Channon and Sir Robert Armstrong this
afternoon about Civil Service pay and manpower. I enclose
a copy of a minute from Mr. Channon which the Prime Minister
would like the Home Secretary and the Chancellor to see
before the meeting.

I am sending copies of this letter to John Wiggins
(with enclosure) and Geoffrey Green (without enclosure),
with the request that the Chancellor and Mr. Channon should
come to No. 10 at 3.20. The Home Secretary and
Sir Robert Armstrong will already be here on other business.

A copy of this letter also goes to David Wright (Cabinet
Office). \

J.A. Chilcot, Esq
Home Office.






SECRET
PRIME MINISTER

CIVIL SERVICE PAY AND MANPOWER

At Cabinet last Thursday I was asked to explore the scope for
avoiding a breakdown over pay with the Civil Service Unions.

Yesterday I had very private and separate consultations with

Mr Kendall (Secretary General of the National Staff Side), Mr Gillman
(Chairman ofbthe National Staff Side and General Secretary of the
SCPS, representing Jjunior and middle management grades) and

Mr Thomas (Genersl Secretary of the CPSA, representing Clerks and
other junior office staff). These two Unions are the largest in the
Civil Service, comprising some 60% of the non-industrial Civil
Service. They had all read the article in last Friday'!'s Economist
and were assuming that the cash limit would not differ markedly from
the 14% already established for other public service groups. They

were critical of what they assumed to be our action in setting such
a cash limit. It was pointed out that we had said in our Manifesto
that we would reconcile pay research with cash limits. How was this
reconciliation to be done? They urged me strongly to bridge any gap
with a manpower squeeze. -Although they obviously cannot say this

publicly, and will meke ritual protests, it is clear that, in the

circumstances, this is their preferred course. They may well brief

the press privately that we have been soft on numbers.

As you know, we estimate that the minimum average overall increase
we could hope to defend, if need be at Arbitration, as consistent
with the pay research evidence, is about 183%. The Union pay targets
are, of course, somewhat higher. Those I have consulted, however,
recognise the difficulties we face and privately agree that they
would have to make some contribution to a solution. That‘explains
their lack of hostility to manpower cuts.

All three Union leaders were opposed to staging to a greater or
lesser degree, Mr Thomas in particular contemplating the possibility
of a marginally smaller settlement if staging could be avoided.
Nore of them could guarantee to deliver their committees and member-
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'fship. My impression was that if we do have to impose some modest
- degree of staging they are unlikely to try to mount a real trial

of strength with the Government. But we shall certainly have to
refuse them arbitration on the staging point, though not on the
amount. We can only speculate about the attitude of the other
Unions. If I had consulted more widely, it would almost inevitably
have leaked.

We must accept, however, that the IPCS, with whom we had a major
arbitration battle last year, will cause difficulties. Christopher
Soames and I spent a great deal of time last summer urging them to
arbitration on pay levels. This summer, we will be stopping any
Unions who want to go to arbitration on stéging.

The Prison Officers Association may also be a sensitive area. They
were disappointed with the pay outcome of the May Committee last
year and may not readily accept staging this year. The Home
Secretary may have views on this.

Even a modest degree of staging is of course a breach of the Pay
Agreements. It is impossible to be precise about the point at which
the row about breaking the Agreements would be acéompanied by
serious industrial action. With even a minor breach, the Unions
%ould make a moral issue of our failure to honour our Agreements
with them. A

..

In the light of these talks, I am clearer than ever that we should
go for the largest possible manpower squeeze we can get. I would
like to go for more but it seems to me from the Cabinet discussion
last week that 2%%, with some small exceptions, is the most we can
get - ie rather less than 24% net. This is significantly short of
the 3% squeeze that I told Cabinet would offer any real hope of a
negotiated settlement though the outcome would be uncertain even at

! that figure. Some degree of staging is therefore almost certain to
| be necessary and we must be prepared to accept the consequences.

We must now not delay further in making a decision about the manpower
squeeze. 1 hope we can avoid a situation in which all our colleagues

2
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argue that they should be exempted. Otherwise we shall get
nowhere.

Complete exemption is probably necessary for Homg Office and Scottish
Office prison staff, and for the Northern Ireland Office. It might
be sensible to restrict the cut in DHSS éﬁ&‘Béié}tment of Employment
to 2%. This would reduce the net reductions to about 23%. 1In
addition, there may be a case for restrlotlng the squeeze on the
Forelgn Office to about 1V (Because extra staff are needed in the
Passport Offlce, this would mean a cut approaching 24% in the rest
of the Foreign Office.) We should also need to exempt a number of
small departments mainly in the law and order field. In total this
;ould reduce the overall squeeze to 2.2%. e

We need to get on urgently with the detailed negotiations with the
Unions. Subject to your agreement I w111 authorise my officials to
begin negotiations with the Unions on the bas1s of the _pay research
evidence, but wnthln the cash limits agreed at Cablnet last wekk.’
The Unions will need to be told what these are. It will also be f
necessary to make clear at the outset that if some degree of staglng
proves necessary to keep within the cash limits arbitration will bLe
denied on that issue but not on the amounts. The usual undertaking
that pension entitlements will be protected from the effects of
staging may help to diminish the potential row about the breach of
the Pay Agreement.

I should be grateful to know whether you are content that I should i
proceed on this basis. Would you perhaps llke to dlscuss thls agaln
with the Home Secretary, the Chancellor of the Exchequer and myself

as we did last week?

I am sending a copy of this minute at present to Sir Robert Armstrong
only. '

!

JE

PAUL CHANNON 3
4 March 1980
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LM Mona. Lt
. FROM: P LE CHEMINANT
0 gﬂw "W 21 December 1982

CHANCELLOR OF THE EXCHEQUER cc Chief BSecretary

Minister of State(C)

Sir Douglas Wass

Mr Bailey

Mr Wilding

Mr Pearce

Miss Sinclair
CIVIL SERVICE PAY IN 1983
This note sets out some preliminary thoughts on how we might
handle the non-industrial Civil Service pay settlement due on
1 April next. When we have a "Treasury" view you will need to
consult colleagues. But as a first step you may care to
dlscuss with us on the ba31s of thls note.
The Union Attitude )

2. With the special pay conferences out of the way the shape

of the Unions' pay claim is becoming clearer. It is likely to
be for an across-the-board increase of £12 per week or 12 per
cent whichever gives the best result to the individual (though
an alternative version is in currency stating the aim as £8 per
week plus 5 per cent). The final shape of the claim will not
be known until after the meeting of the Council of Civil Service
Unions scheduled for 6 January.

3. It goes without saying that the leaders of the individual
Unions do not expect to reach a settlement at anything like
these levels. But a high claim is necessary to bind the
disparate elements together; a significant proportion of the
elected Executives of the Unions (on which the militants are

more than adequately represented) actively want to pose a
challenging claim which alone can justify their rhetoric about
the past; and the Trots among them actively want confrontation
and dispute for its own sake.

4, It is relevant that some (otherwise quite sane) Union
activists assume that the Government, too, is positively seeking
confrontation and dispute in 198 their reading the
Government deliberately chose the 33 'pér cent cash factor and
applied i(\onlyb$E the Civil Serviee in order to provoke trouble
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and to provide a means of hanging another Union scalp on its
belt before the election.

5. The mood of the troops is jumpy and uncertain. The silent
majority would (as always) prefer a quiet life. But many civil
servants regard their employer as actively and aggressively
hostile to them. There are also signs that, as inflation falls,
the focus of disaffection i1s shifting from pay to job security,
increasing burdens placed on staff by cuts 1n manning levels and,
to a lesser extent, the loss of prospects for promotion. These
are more emotive issues than pay as DHSS' current experience in
Birmingham is showing.

6. Putting all these factors together in an election year
would normally provide us with an explosive mixture. On the
other hand few Union activists believe they could actually win

a confrontation with Government and, I suspect, peven fewer
believe the mass of the Service would follow them if they trled

— e

The recent concentration of the moderates on the procedures for

consulting members before strike action is particularly relevant
here. And, of course, if the worst comes to the worst we are
better placed to win than we were in 1981. Not only have we
overhauled our contingency plans (though these can never be more
than a palliative) but we now have available the new powers of
this year's Employment Act and, because of the changes on which
we insisted in the Facilities Agreement earlier this year, we
will have, from 30 April next, the right to stop "check-off" of
Union dues in any major industrial dispute.

The Government's Position

7. We have a 3% per cent cash limit which might perhaps, in

the event, accommodate a settlement around 5 per cent on average.
On the other hand, glven that the 1983-84 component of the NHS3
settlement is 4% per cent it would be presentationally dlfflcult
to setfie with the ClVll Service above this flgure. And what-
ever happens we must have a settlement below last year's 5.9 per
EEEEQ At the same time we need to recognise that this year the
repercussions of a Civil Service pay settlement on the rest of

the public services will be minimal - and in cash terms half
percentage points either way are of relatively little significance.

2
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Tactics

8. It is too soon to decide our tactics in detail - not least
because we do not yet know how the pay round is shaping nor

will we have, until mid-January, the results of the work which
Hay is doing for us (and which could be of major importance in
shaping, and justifying, our pay offer). ~Nevertheless in my
view certain basic elements are clear.(f€3£§31 we need to be
actively and sensibly in business with Bur'ﬁnions over a wide
f;oﬁt while the pay negotiations are in progreés. We need also
t0 be showing a "human face" to the troops. The importance of
the 1983 pay settlement in a "pre-Megaw" year must be diminished.
We have quite a lot going for us here. For example:-

a. We have reached a negotiated settlement on London
Weighting.

b. We have launched the season ticket loan scheme and the
"buy out" of weekly pay.

Ce. We are nearly ready to launch the private medical

insurance scheme on guite attractive terms.
d. We may be just about toconclude an agreement with the
Unions on revised, and much simplified, arrangements to

determine eligibility for annual leave, subsistence

allowances and so on.

—

€. We have "accepted" Megaw as a basis for negotiation
and will be heavily involved in those negotiations as the
pay argument unfolds,

( f. We will soon be making proposals to Ministers about
shifting the Civil Service pension scheme to a contriputory

~—

Q§§is._ There is a real possibility that we may have

entered into negotiations on this too before the crunch

-

arrives on pay in 1983.

—

Z. We will be, hopéfully, announcing in January our

willingness to spend more on Civil Service catering in the

context of a post-Rayner reorganisation of CISCO.
9. Taken' together these elements represent a formidable commit-
ment of management input to improving and revising the terms and
conditions of service of civil servants. Some of them will keep
the Union officials very busy in detailed negotiations with us
over the months ahead. And all of them should show our staffs
that there is useful and fruitful business to be done with their

3
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employer outside the confrontational framework of pay
bargainings T\
10. The second judgment I would make is that it would be highly
desirable this year for our pay offer to be as simple as the
circumstances allow. Not only are we in an 1nter1m phase with
Mééaw but the sum of money available to us does not leave much
scope for sophistication. Moreover, if the aim is for a quiet
settlement within the limits of the possible the less divisive
the offer the better.
11 Third, and despite the overall need for simplicity, there
are at least two small, but useful, "goodies" which we could
throw into the pot. These are:-—
8. An offer to promole "unified pay" at Assistant
Secretary and Senior Prlnczﬁafﬁievel across proféSs1onal
boundarles. At the moment we have some 8,000 staff at these
levels sharing some 150 different rates of pay between
them. The differences are not large (the Scientists fare
worst) and there are strong management reasons for a
radical simplification. We are discussing the possibilities
with departments and will be making specific recommendations
soon. The cost would be minimal (perhaps as little as

-
F@&i:}b‘J . £200,000 in the first year) and the gains in terms of

management flex1b111ty, simplification and - perhaps most
important - opening the way to later unified grading (on
open structure lines) would be considerable. And 1n terms

of the 1983 pay settlement action here would be Very

attractlve to the IPCS whose members are the main "losers"

ﬂng__the present arrangements.
b. A similar offer to move towards rationalisation of the
bresent age-related pay points on which many youngsters are
recruited. There are some notable absurdities in the
present system - legal assistants have age-related pay up
to the age of 31! - and while it may not be possible to
achieve total rationality an expressed willingness to
consider reform could usefully engage the interest of the
Unions and some of their members.

The Options

12. A final decision on the shape and size of the pay offer we

make, and the settlement we seek, depends critically on two

things: the Hay study (which may show that the pay of some of our

4
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employees is markedly out of line with the market); and the

development of the pay round over the next 6 weeks or so. But

subject to this the options open to us are:-

13.

Qe Straightforward old-fashioned free collective

bér‘gai@here both sides try and reach acceptable middle
ground in the light of outside developments, an assessment
of each other's relative strengths and weaknesses 1in a
punch-up and, at the end of the day, cold calculation of
costs and benefits.

b. The same-process with the addition of recourse to
arbitration (with or without Parliamentary override).

c. A.“dummy run" on Megaw where we would seek to establish
the Eﬁter—quartiles of current private sector pay increases
(perhaps with the help of consultants) and then offer to
allow arbitration within those limits but not outside themn.
We could not of course do a full-scale "Megaw" operation
(with 15 pay bands and all that) but a simplified "one-off"
operation might be possible. Whether this route might be

desirable would depend very much on how soft a touch the

private sector proves to be in the period up to, say, March.
In all of this we would also need to bear in mind the

possibility of launching a management ballot at the appropriate
moment. dJudgments on this possibility must however be reserved

until we see how mattgrs develop.

A w2 SV P LE CHEMINANT
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FROM: H J BUSH
DATE: 22 DECEMBER 1982

PS/CHANCELLOR OF THE EXCHEQUER cc: PS/Chief Secretary
Sir Douglas Wass
Mr Bailey
Mr Le Cheminant (o,r)
Mr Wilding
Mr Pearce
Miss Sinclair

CIVIL SERVICE PAY IN 1983
The Minister of State (C) has seen Mr Le Cheminant's minute of 21 December

and is attracted to option C in para 12 as the general basis of our 1983

approach. However, it needs to be examined and discussed.

4
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