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U
Before Cthristmas you asked. that an inter-tl.epartmental group of officials

should stutly the lessons of the.1981 pay dispute in the non-industrial Civi1
Serrice. The Official Group on Lessons from the Cívil Seryice Dispute (mSC 65)
was set up under Cabinet Office chairmanship and. its report is now attached.

2. I annex inrmediately below this minute Part 7 of the report, which sum.ariges
the conclusions and reconmend.ations. The fuII report consists of a fuIl statement
of the arguments supporting the conclusíons and reconrmendations. It woultL be
a sort of bible if we hatl to Ê.;ce a dispute, but I d.o not think you need. read it
all now, though if you have time you may fintl it interesting to read Parts l-5,
which are aLl fairly short, since they contain some food. for thought about
the general nature of the industrial relations problem in the Civil Senrice and.

about the ways in which morale and. comr¡nications night þg improved.

5. ûre point which emerges strongly from the report is how nuch the Government 
I

will d.epend. in any future d.ispute on retaining the loyalty of mitltLle managerso l

There has r¡ndoubted.ly been sone sense.of alienation from the Government as

smFloyer at nid.ttle management levels over the past year or so, and. this has 
:

potentially serious inplications. During the 1981 d.ispute the efforts of some :

middle nanagers and some other key staff helpett to contain the cost to the Govern-

nent - for example a small nr¡mber of key staff in the Revenue Departments prevented.
the temporary loss of revenue from being S12 billion rather tha"n f,6 billion and

the extra interest cost to the Govern¡rent from being Ê1 billion rather than å|
billion. We should. need to rely on simif¿¡ cooperation in the future. The

efforts of uitLd.le managers are crucial to most depart¡nental contingency plans and

to the successful application of many of the sanctions agaínst those who take
industrial action. lfittttle managers also have a potentially irnportant role in
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putting across to subord.inate staff the reasoned argumentg in support of the
Govermentrs position in pay negotiations.

4. Án Íqportant lesson is therefore that in all our dealings with the Civil
Servicer both in this yeart" p.y negotiations and. on non:pay issues, the Gover:n-
ment will neetl to d.o al1 it can to irnprove the morale ànd. strengthen the loyalty
of its employees, particularry at nitLrLle na''agement levels.

5, By far túe largest section of the report is that (Part J) which d.eds with
nanagement responses to indrrstria,I ae.tion.. It reflects a very full cxomínotion
and discussion of about a score of possible options which night be open to the
Government to deter industrial action before it occurs, to co¿nter it when it
is in progress, or to help bring it to än end..

6. It emerges from thÍs analysis that the Government now has in Temporary Re1ief
fron Duty (fnO) a weapon r¡ell d.evelopetl and refined in the light of experíence
in 1981r for use when.staff are not working normally or as d.irected. But it
has some l-imitations. One limitation, the practical d.ifficulty of applying it
when local managers are unlikely to cooperate, is io. be further studieal in the
light of the report so that departments can share their experience in overcorning
the operational problems. fhe other limitation is however more firnd.a¡rental.
TRD ca¡not be used. against staff who are prepared^ to work nornally a¡rd. as d.irected..
It ca¡not therefore be used. to counter the unionst tactic, skitfully errploited
in 1981r 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.

7r ìfiSC 65 therefore gave much attention to ways of d.ealing with this problen.
ûre option, which was considered last year, is to Legislate to permit the lay-off
wi{out pay of staff who are without work as a result of the industrial action
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of othersr ed draft legislation was prepared on a contingency basis. The

possibility of taking such powers in respect of r¡hite collar enFloyees generally
was considered in ühe context of the fuplo¡ment Bill and may arise again during
the Biltrs passage through Parliament. MISC 65 considered the possibility of
legislation confinecl solely to the Civi1 Se¡rice. This .\ilould. however be a very
rad.ical and a very.provocative (because d.iscriminatory) step, antt the advantages

and d.isadvantages would need to be weighetl very carefully as the report ind.icates.
.An even more radical step r+ould be to take powers confined. to the Civil Se¡sice
to suspentl. staff without pay even when they were genuinely r+illing to work

normally antl their work was not affectetL by the intlustrial action of others.
Such measures would. r¡ntl.oubted.ly provid.e the Gover:nment with the neans of going

on to the offensive against the Civil Service usions to a much greater extent
than is possible at present. But there are dangers as well as possible benefits,
antl. the balance of advantage would. need. to be assessed. carefully at the time.

8. In atLtlition MISC 65 consitlered a whole rânge of other possible management

responses and made specific reconmend.ations in certain areas, for example union
rrcheck-offil facilities, the taxation of strike pay, managenent ballots, ancl

clarifying the obligations of managers in relati'on to intlustrial action.

9. You will probably want to d.iscuss the report with the M:inisters mainly
concerned with Civil Serrrice pay negotiations. The discussion night be conceæ.

trated. on the following points:

I. the need. for a stratery based on the twin goals of strengthening morale

antl loyalty, as r+ell as being resolute and. resourceful in withstand.ing
intlustrial action;

a

ii. the implications of this stratery for:
dc the hanclling of issues affecting Civil Service norale in the longer

term;

b. comrunications in negotbtions and. during a dispute;

iii. the proposals in Part 4 on orga^rrisation during a d.ispute;
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iv. t'he specific conclusions and. recomnendations about management responses

to inctustrial actioo (a. - q. in 5r?7 nd J.6) anit partícular1y the
proposals for further action on3

ôo d.iscóntinuance of rrcheck-offtt facilities;
b. taxation of strike pay;

et cost and feasibility of managenent batlots;
d.. clarifying the obtigations of managersi

vr the arrangements for æviewing contingency plans in Part 6 of the re¡rcrt.,

10. I am send.ing copies of this minute anrl of the report to the Ghancellor of
the Erchequer, Secretary of State for IÞfence, Secretary of State for Social
Serr-ices, Chancellor of the lhchy of Lancaster, Secretary of State for Dnplo¡nnent,

Attorney General, lúinister of State, Treasury (Ur Eayhoe) a"ntL ltr fbbs.

R,OBËRV ARMSTRONG

NOBMT AnIiTSTROTIG

¿

SECRET AND PM.SOI.IAT

MAilTAGIX"IU{'I IN CONFIDEI\ICE

l+

llth Februanr 1.982





AND PERSONÅI

UANAGBÍTSN- $þC ONFÏDN,IC E

P.ART 7: SIIMMAAY 0F CONCLUSI0NS AND RECOMMH$DAÎIONS

7.L the Reportfs conclusÍons and recormendations are surmarised. in the
following paragraphs.

0rigi4Ê, nature and outcome of the dispute
7.2 Part 1 of the report d.escribes briefly the origins, nature and outcome

of the d.ispute. this brings out the following maÍn points -

a. For many staffr particularly in the ¡littdle and higher grades, the
dispute was less about the level of pay iincrease in 1981 than about
the suspension and temination of the cívil ser"v"ice Pay Agreements

a¡rd the fact that the Government did not feel able to offer any specific
assur€uoces about Civil Serrrice paÏ arrarrgements i.n the longer te¡m.

b. Although the industrial action lasted for 22 weekse the financial
cost of the d.ispute to the unions and their members was modest

(eea niffion); this is because, after the national one-day strike on

9 March LglL, the nr¡mbers on strike (or tennporarily relieved from duty
because they were not working no:mally or as d.irected) rarely exceed.ed.

5r000r less than 1per cent of the non-inihrstriat Ci\nil Serr¡-ice.

co l{hile the Government largely achieved. its pay objectives, which
were important both for public expenrlíture and. beeause of the wider
repercussions on the pay round., the financial cost of the dispute to
the Gove¡r:nent was considerable (notably an ad.ditional interest cost
of f,0.5 billion through tlelayed tax revenue), and there were many

other penalties, both môcro-economic (eg the distortion of the
monetary aggregates) and. managerial ("g the tl.efe¡ment of taxation of
r:nerploylrent benefit and, the ilelay in computerisation of Schedule D

tax).

57

MAI'IAGB{B\1'T- TN-C ONFIDEVCE

SECRET

SECRET AI.TD PE:RSONAI





Äl''iD PERS0NAI

}úI,NÅGE!Í E[.TT- rN-C ONT IDEVC E

d'. The cost to the Govern¡rent wourd,..have been n'ch greater (eg an
interest cost of â1 billion rather than €0.5 billion) but for the
co-operation of a small number of key staff at middle and senior
manâgement level who took on duties beyond their norual work; the
availability of simirar co-operation in the future may be vital.

Analysis of the problem

7.3 Part 2 of the report analyses the nature of the probrem and makes the
following main points -

€ùo Ïf the Government is to prevent and d.eter industrial action in thefuture, and if such action occurs, to eounter it satisfactorily, it
must, like other employersr pursue two goals: one is to secure and.
retain the loyarty of at least a substantial majority of the staff;
the other is to be, and be seen to be, sufficientry resolute and
resourceful to withstancr industriar action sucessfurry.

b. The Government, unrike other errproyers, has to take into account
not only iùs responsibirities and. objectives as €ur. employer but arso
its responsíbility for the management of the economy as a whole. This
can make it more difficurt for staff andmanagement in the cí,'¡il ser:více
to see thenselves as having the same sort of comn:nity of interest
as can sometimes árise in the private sector in ensuring that a
business remains viable.

co ïf and when a d,íspute oecurs, the Goverument may have to weigh
conflicting consid.erations: the possibirity of bringing the dispute
to an earlier conclusion by increasing the cost to the r¡nions against
the rÍsk of increasing the financial cost to the Government and'worsening the disruption of services; and the short-ie:m objeetive
of bringing a particular ttispute to a successful eonelusion against
the longer-term objective of improving industrial reratÍons and.
thereby inrproving efficiency.

U¡¡m,Cm,mf¡- IN-C ONF'ÏDÐ.ICE
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d' For 1982 the unions themselves as yet have no particular plan and
may holtl their hand r+¡ith the Megaw Report due in the sr:¡nner. rf there
ís industrial action, the most rikely form is further selective
strike action, although the r:nions I tactics may not be the same as in
1981.

Trnproving the climate of opiníon
7.4 rn order to i.mprove the crimate of opinion before and during pay
negotiations and cluríng a dispute it is reconrmend.ed. in part j of the Beport
that -

a. Although thc Govern¡rent shoùld co¡rtinue to ensure the support of
public opinion in future d.isputes in the Civil Servicer strengthening
the morale and loyalty of staff, particularly at niddle management
levels, is inportant both in avoíd,ing dísputes and., if disputes do
occur, in ensuring a successful outcone.

b. 0n the main issues affecting morale over the next year or two
(eg the Lj82 pay negotiations, future pay arrangements post-Megaw,
pensåonsr manpoh'er, and new technology) the inpression should. be
avoid.ed that the 0ivil service is being singred out for especiarly
rigorous treatmentr ¿md the Government should seek to create confid,ence
that it intends to deal faÍi1y with its own emplolreêso

c. action should. be taken, where possibre, to improve morare in the
longer tem by dealing with natters uncoïrnected with the nain pay issues.

d.o If a clispute occurs
supported by arguments
to staff.

it is essential to have a reasoned message,
and ev'id.ence, rrrhich can be put across persuasively

e. Public statements shourd, 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 nittdle managers, to put across the reasoning behind
the Governmentts position, and this process could. also provid.e valuable
feed-back about the developnent of staff opinion.

}IA}IAGB{ENI. IN-C ONF rDE{CE
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Organisatíon during a ilisPute

?.5 On organisation rturing a ctispute it is reconmended in Part 4 of the

Report that -

a. A standing group should. be set up, with the conposition described in
paragfaph.4.5¡ to meet not less than once a week with a Treasury

Minister as Chairman but with a senior Treasury official as Deputy

Chaiman 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 pæagraph 4.6.

Go The group should. also r¡ndertake the further work proposed. in
Part 5 of the Report and. the assessment of tlepartmental contingency

plans proposed in Part 6 of the Report.

Managemel! responses to índustrial action -

7.6 0n the possible responses bymanagement to industrial actionr the

grouprs conolusions and. recomendations in Part 5 of the Report are as

follows -

ão Tempolary g!)lief froq dutrr. (fnO) remains, as in L98t, an important

sanctíon where staff refuse to work nornally or as directed. The

procedures have been mod.ified ancl, when applíetl in certain circums-tances

sinplified, in the light of experience in 1981' In order to overcome

the operational difficulties where }ocal nanagers are themselves with-

hold.íng co-opêration, Departments, particularly those with nr:merous

local offiees, should. consider carefully how the TRD procedures night

be nost effectively adninistered' in the future and' the outcome of

these reviews shoulil be reported. to the stand.ing gfoup of officials
discussed in Part ,r of this report.

b.1heoptionof.@Ishouttlbeconsidered'on1yin1iníted.
circr¡mstances where the practical problems eould be overcome and the

use of TBD could. not be justifiecl.
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cr The use of shoulrÇ. not be considered as a
\\

means of seeking to end. wid.espread industrial ''âcdion, although these

procedures may, as in the past, be appropriately used to cl.eal with
some ind.iviclual cases.

d.. the clraft legislation already prepared. to pemit lan-off without parr

should. be retained as a contingency measure and. íts provisions reviewed

from tíme to tíne in the light of erperíence, with a view to its speedy

introduction, if necessary.

êo Until the new Frnplo¡noent Bill has been enacted., sumarv dismissal
is unlikely to be a useful sanctíon to deal with witl.espread and

concerted industrial action; although the new Bill wíll provitte
add.itional flexibility, some practical constraints will remain and.

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

f. Legislation to pe:mit suspension without pav¡ êyêr in circr:mstances

where staff were genuinely wilt ing to work nomally and their work

rsas 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 rrlere to conlud.e in a future dispute that
the circumstances justifietl such a rad.ical step, the necessary legislation
could be prepared quickly.

gr Although inclustrial action is taken ínto acount to some extent in
jud.ging f ítness for promotion, it woultl be rl.isadvantageous to management

to make it a general rule that this factor should. be erplicitly and

systematically considered as a criterion for promotion.

h. In those Departnents where ít would be appropriate it shoultl be

made clear to staff either inrmed.iately 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 resr:med would be given
priority by nanagement in cleeitling when a¡rnual lgave night be taken"

6t
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í. Union facilities (other than check-off) are already withheld on

particular occasíons to avoid their being used in industrial action

antl it r+ould be disadvantageous to go beyond. this"

j. The Government should. clarify in the discussions about the new

Facilities Agreement that it woulcl be free to discontinue check-öff

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 naking strike pav taxable should be considered

in cletaíl by the fnland. Revenue.

1. The unilateral inplemenlation,of a pay offer ís unlikely to prove

an effective tactic, except in special circr:mstantces.

no Consideration should. be given in the discussions following the

Megau.'Report to the possibility of introducing an explicit provision
in the new Civil Semicc pay arra¡rgements t'hat pay'sàttlements will
not be backd.ateil if agreement has not been reached by the due settle-
ment d.ate.

rro lhe tactic of making pay offers,conditional on not takinE industrial
action is worth eonsid,ering ón1y in certain linited. circr¡mstances.

o¡ The option of a nanserirent ballot shoulal be kept in mínd. in future

-

tlisputes for use in certain circunstances but there are some practical
problems, The Treasury shoultl und.ertake a study in consultation with
other Departments concerned to establish the cost and feasibility of
conducting management ballots in the non-industrial Cirril Ser:vice; in
the light of this study Ministers would. then need to consíd.er whether

plans should. be mad.e to carry out such ballots on a contingency basis

and. if so whether the Government shoulcl und.ertake the task itself or

call on a third. party.
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po The approach of tt is not worth
pursuing unless, contrary to current thin-king, the Goverrrment were to
contemplate, following the Megaw ïnquiry, sorae particularly advantageous

and. assured method for determing Cívi1 Service pay in return for which
the unions might be expectecl to accept without further ind.ucement some

restriction on their rights to take industrial action"

![. It t"oulil not be feasible to make major changes affecting the scôpe

for civil servants to take industríal action by dealÍng tr'ith ind.ividual
contracts. tr'\rther study shoultl however be given to the possibility
of clarifying the oblisations of mana gers in relation to industrial
action.

Departnental contingencì¡ plarrninq

7.7" 0n contingency planning it is recomended in Part 6 of the Report that -

rtr¡ The main points in the contingency plans of each Department shoultl
be subnitted. to a Departmental Mínister and. his attention shoulcl be

drawn to the limitations of the plans and to the assumptions on whl,ch

they are based.

bo 0nce the bilateral discussions on the plans between central and

ind.ivitlual departments have been coupleted an assessment of the overall
position shoultl be considered by the stand.ing group of officials proposed

in Part 4 of the Report, and. should then be submitted. to the Cha¡rcellor

of the Exchequer.

63
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LESSoNS IROM Tm 1981 CrIrlL SmVTCE DISPTIIE

Report by the Offieial Group

INIRODUCTION

The Prime Minister asked that an inter-d.epartmental group of officials shoul¿
stutly the lessons of the 1981 pay rlispute in the non-industrial CiTìiI Sewice.
The Official Group of .Lessons from the Civil Se:srÍce Dispute (mSC 65) was set
up tmder Cabinet Office ehairtanship for this purpose; the membership is
listed at Appendix A.

.) The nain events in the ttispute are listed for info¡sation at Appendix B.

3. In the following report -

Part I d.escrÍbes briefly the origins, nature and outcome of the
1981 rlispute

Part 2 analyses the problens facing the Gove:r:rment Ín future
disputes

Parts 3 no 6 consider the scope for action under various broad. headings:

Part 3 - improving the crimate of opinion before and during
pay negotiations, and during a d:ispute

Part 4 - organisation during a dispute

Part 5 - the responses avairable to nanagenent in a dispute

Part 6 - clepartlnental contingency planníng

sumarises the Groupl s conclusions a¡rd recorrmendations.
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PART 1¡ ORÏGÏNS' NATTIRE ailrD 0urcOlm 0F rg8l DrspIrrE

Origins

1'1 rndustrial action in the non-industrial civil se::rrice pay dispute lastedfot 22 weeks from March to august 1981. As the sr¡nmary of main events in
Appendix B makes clear, the dispute was onry partry about the rever of pay
increase in 1981. For many staff, particularly in the nid.dle and higher grades,
the dispute was about the suspensíon a:rd. teruinatíon of the 6Írni.r serv-ice pay
Agreenents, and the fact that the Gove:r:ment did not feel able to offer any
speci'fic as¡urânoes about gi\t:il service pay arra^ngements in the ronger tem.
There r¡as also a widespread feering among cívir ser:va¡rts, fuerled by
Parlia'mentary and media comrent, that the Gover:rment dÍal not hold its euployeesin rlngb regard. The r¡nÍons therefore for¡nd it easier tha¡ in L979 to gaín
support for industrial action. There is evidence that rna^ny of the civil
se¡sra¡rts who did not take industriar action, includÍng nany ruiddre managers,
continued working only, as they saw it, from a sense of loyalty to the se:sice
they were prouiùing and' to the cror¡rr and. felt themselves strongly alienated
from the Gove¡mment as their euployer. Those consíderatÍons are relevant to
attempts to avoid industría1 action in the future and to the Goverr¡mentfs
ability to uithstand such actÍon at reasonabre cost.

ïndustrial action taken

L'2 Arthough the dÍspute was long drarnm out, the nrnber of man-days rost
(about I uilIÍon) is not large in relatÍon to the nr¡mber of non-industríal
civil sewants affected by the dÍspute (slsrooo). This is because, after theinitial one-day strike on 9 Ùfarchr and uith the exception of half-day protests
on l Apríl and 1lr April, ú'h.e tmionst tactics were to call out on long-term
strÍke a m¡mber of workers in key areas, må.inry connected. with the fror+ of
Gc¡ve:cnment money and raith couputer operations; and to supplement this by
walk-outsr'"and protest meetÍngs, of short duration in most Departanents an¿ other
disruptive action (at ports and. airports, for exam¡rle). The numbers on strike

I
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and TRD* rarely exceeded 51000 (less than I per cent of the non-industrial
Civil SenrÍce) at any one tíme. The Departorents nainly affected by selective
action and'TRD were the rnland. Revenue (marinum nr¡mber 21466), Customs and Þ¡císe
(el+), Defence (rroe6), the scottish courts Adninistration (+t+ø), the DHSS (47rr)
uJl¿ Ftry¡Io¡rm.ent (fzt¡. The bulk of the action took place outside Lond.on, for
exa^u¡rle in computer centres such as those of the Inland Revenue at Cr¡mbe:mauld
and Shipleyr of the DHSS at ReadÍng, Washington and Livingston, of Customs and
Excise at Southend and. of the Department of lransport at Sr,rransea; and in parts
of MOD. Although the total number of nan-days involved. in the selective action
and' arÍsing from TRD was onlry 4LJr000, more man-days were lost as a result of
it because some staff were 1eft rrrith no work (t10r000 nan_ilays) or insufficient
wort (4&01000 man-days). The cost to the Goverr:ment was considerable as
paragraph I.4 below d.emonstrates. lhe t¡re a:rd. location of industríal action
e4perienced in 1!81 needs to be bo¡me iin nind in consídering the responses
open to uranagement in future disputes.

Costs to uaions and members

I.5 lhe cost of the dispute to the un:ions and. msnbers is estimated at
â24 ruillion in lost salaries and. n¡nning costs. 0f thís âlj nillion represents
the loss of Cirril Serúice salaries by those involved in the one-day strike "4d
subsequent walk-outs, for which there was no re-ímbursenent by r+ay of strike
par. A further â10 nillion represents strike pay (not taxable)xx at g5 per
cent of no¡mal sa1ary prowided by the unions to those on selective strike;
this Íras financed. in part from strike fr¡nds and. in part by specíal levies
amor:nting to â6-8 urillion drarur from those not on selective strike. In practice,
nearly all strÍkers received more tha:r their no¡ual salary. Against this cost
the r¡n:ions achieved only a O.5 per cent increase in salaries over tbe 7 per eent
originally offered. in Febrlary (worth â13 xriIlíon a year), together wíth access
to arbitration (albeit possibly subject to Parlianentary overríde) in 1982.

x TRD: Temporary Re1ief from Drrty.
Report, paragraphs 5.7-j.Iî-.

This is discusserl in Part 5 of the

*'iÊ ggs paragraphs 5.49 and 5.51.
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Cost to the Government

1.4 As the Gove:m¡rent has made clear Ín Parliamentary ansï¡ers the main
effect of the industrial action r+as to dÍstort the flow of tax revenue. At
the time uhen the strike was settled the outstand:ing revenue not collected
had reached å6 bíllion; th:is backlog has now been reduced. and it is expected.
that about â1 billÍon r.rill renain outstanding by the end of l98l-82. This
led to a temporary increase in the central Gove¡rrmentts borrowing requirement
at an interest cost of c$ billion. The main counterpart of that was, in effect,
some interest-free credit to the coqpany sector which may, though tbe judgenent
must be híghly speculative, havegenerated. a marginal increase in economic
actiwity. The most seríous consequenee of the revenue shortfall t¡as the
distortion in ålvfJ antl. the monetary aggregates and the problems this created for
monetary policy.

I.5 fn addition to these main economÍc and financial effects, Departments
have esti-atedr rrith var'5ring degrees of confidence, several other costs - for
exarïrle, irrecoverable tax revenne whích night amoû¡rt to Ê150 nilLion, the
clefe¡ment of taxation of ¡¡emFlo¡æent benefit and. delay in the corputerisation
of the collection of Schedule D tax, the cost of the emergency Chíld Benefit
pa¡anents system, tþe loss of Royd1 Ordnance Factory sales and. so o¡1. There was
some cost to the econoüyr whicb is ùiffícult to quantify¡ from the air traffic
eontrollersl action. Finally, there has been some effect on Government
busÍness, rrrhich can onry be assessed. over the longer term, from the
deterioration Ín staff morale, and in management-staff relations; fron the
inefficient workÍng which was sometimes necessaïy cturÍng the dÍspute; and. the
problems of clearing back-logs, r*hich in some cases may well extend intö l9gj.

L.6 Against this the Govenrment achÍeved its objective of keeping the cost
of the 1981 settlement verT close to that provid.ed. for by the cash lirdt (the
a¡¡rual salary bill for the non-industría1 Civil Senrice is some €5 billion),
'a¡d the wider objective of reinforcing the pressures towards lower pay settlements
generally, and. within the public ser¡s-ices in particurar.
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Role of Mictrlle Management

L.7 fn considering the cost to the Goverr:ment, it should be noted that the

cost wou1d. have been much greater without the co-operation of a corqparatively

small number of key staff, at nitld.le and senior management level, who were

prepared. to ta^ke on duties other than their no¡mal work. As a result of their
efforts, Government revenue amounting to å4.35 billion in the case of the

Inland Revenue and å1.7 billion Ín the case of Customs and. Exciser 'h¡as þanksflt

thus halvÍng interest pa¡anents on íncreased borrow'Íng, (Ilr1und. Revenue

resollrces dítt not peruit the bant¡ing of the - nnrch more nr¡m'erous - small

cheques or the upd.ating of recorde.) The Goven:mentts abilÍty to rely on

staff in key Departments voluntaríly'to r:ndertake work not appropriate to
their grad.e rrÍ11 clearly be of great iuportance in any future d.isputes.
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PAm 2: ÁNALYSIS 0F Tm PROBLB{

2.L Ïn eonsÍderiog lessons for the future we have assr¡med. that the Gove¡r:nent
has two main purloses -

à. to prevent and deter future disputes in the non-industrial Ci!:il
Serrice from escalating into industrial action;

b. in the event of industrial action, to achieve the Gove¡rrmentrs
objectives at the time at ninimr¡m cost, both in financial tems a¡rd in
continuity of iuportânt serr-ices.

2.2 ft seemed. to us that, Ín order to improve the chanceå of avoid.:ing
disputes (antl of related industrial action), the Govermment, Iike employers
generally, should ideally pursue two distinct goals. One goal is to secure
and retain the loyalty of at least a substantial najorÍty of the staff; the
other goal is to be, and be seen to be, sufficiently resolute and. resourceful
to w'ithstand induetrÍal action successfully. These trrro requirenents sometimes
pulI in different ùirections. As Ís made clear in the more detailed. sectious
of the report, some of the actions whÍch n:ight be open to the, Gove:m:ment to
strengthen its positÍoir vis-a-v'is its employees wou1d. have a substantial
cost in te¡ms of morale and loyalty. Siuilar1y some of the ways in whieh the
Gove¡mment uight most easily secure the loyarty of its employees are
unacceptable for other reasons. In odr rtetaíIed analysis we have kept both
goals in mÍnd, recognising that, in facing any partÍcular choice of optionsr.
the Gove¡rrment r¡':ill want to achieve the best mix of reasonableness and.

strength in i.ts relations wíth its employees.

2.3 trhrthe¡more, ín fomtrlating a pay offer to its staff the Govenrment,
unlike other eu¡rloyers, has to take into account not only its responsibilities
and objectíves as an em¡lloyer but also its responsibilitj."ifor the management of
the econoûy as a whole. fn 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 coümon interest in ensuring that the business remains vi.able"

MAITA.GB{BII- IN-C ONTIDB.ICE

5

SECRET ATVD PERSONAI,





.\\D PERSO¡.ÏÄJ,

M.dNAGBÍ SN- IN- C ONFIDB'IC E

Neither of these apply ln the case of Gove:r:ment; although everyone sta¡xd.s

to benefít from a well-managed econouy, in practíce staff and management are

r:nlikely to see themselves as having the s^me sort of comt¡nity of interest as

carr arise in the private sector. This Ís a cnrcial difference which is
reflected throughout orr! report, but partÍcularly in relation to
comr¡nications.

2.4 ft has to be accepted that ttÍsputes may occurr despite an enrployerrs best

efforts to prevent and ileter them. The purpose then, as paragraph 2.I indicatest
is to achieve the Goverr:mentts objectives at minimum cost, both in financial
terms and in continuity of seryice. Conflicting considerations may then arise.
At some point the Goverr:ment may judge that the best hope of bringing the

ilÍspute to an early conclusíon is to increase the cost to unions and menbers

of industrial actfon by escalating the tlispute; against this uay have to be

r.e.tghed the risk of increasing the finaneial cost to the Gove¡rrment and

worsen:ing the ttisnrption of serv'íces. There may be eonflict between the short-

tem objectÍve of brínging some partíeular d:ispute to a successful conclusion

and. the longen-te:m objective of ínproving industi{,al- relatíons arxd thereþ
efficiency. In exemin:ing detailed issues later in or¡r reportr we have

recognised these conflicting considerations. They leatl inevÍtabIy to the

conclusion that tiere is no itgame plantt wh:ich can be prepared. in advance and

which can be guaranteed to work well ín a future d.ispute; choices have to be

mad.e at the tÍme.

2.5 We have nevertheless conclud.ed that there are useful lessons to be drar,rn

from the It81 ùispute. lhe first general lesson ís that the Govenuent needs

to do more to influence the climate of opinion not just tluring a tlispute but

also in the period leaùing rql to a tlispute, and not just the clinate of
public opinion but the clin¿te of opiníon €ünong the Gove¡r¡mentts otrn errployeest

and particularly anong nirldle managers whose role may be c¡nreíal to the outcome

of a dispute. Secondly, the fact that no satisfactory rrga^me plantr can be

draurnupinadrra:rcerrnderlinestheneedforthebestpossíb1e.@,for
handling a dispute. Thirdly, even though it may not be possible to say in
advance which partiiular courses of action should be ad.opted at various.stages
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in a dispute, it is nevertheless ittportant to ex¡rlore fu1ly the ranee of
ootions available to managenent in a clispute - to ensure that they are as wide

as possÍble ancl. that their adva^atages and. disadvantages have been assessed

well in advance; the range of options covers two different kind.s of action -
management responses of a general se:rrice-r,rÍde nature and .4@!.
contingencv pla¡ning of a more specialised nature, adjusted in the light of

e4perience. Parts 5 to 6 of the Report tleal rnith the lessons of the 1981

ùispute r¡nder these broad. head:ings.

Relevance to 1982 negotiatíons

2.6 The report has only línited relevance to the 1982 negotiations - partly
because these will follow a special patte:rr already laíd dor¡n in advancer and

partly because some of the actions considered could not take effect in time

to influence the position this year. lrle nevertheless thought that it was

useful to note briefly the special points of tliffículty whÍch uight arise in
1982.

2.7 lhe key stages in the 1!82 negotíations are líkely to be -

âo the Govemmentrs actual offer in response to the CCSU claim
(possíble tining: nrid-Febnrary) ;

b. assunlng, as seens inevitable, that there r*ilI be arbitrationr aroy

announcement by the Govemment, followÍng an arbitration anrartl, that it
would. ínnrite the House of Comons to override the award;

c. if b. had occrrrreed, a vote by the House of Co¡rmons to overríde the

award.

2.8 It seems, on prssent eridence, that any industrial action at the stage of

the ín:itia1 offer woultl be r¡nofficial, local antl of short duration. 0fficial
action is more likely as a protest against overrid^e, if that occllrs. The

likelihood of índustrial action ituring 1982 nay also be influenced by the leve1
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of pay inerease awarded to groups such as the Arued. Forces and. by non-pay

issues - for exarple the a¡nor¡ncement of d.eparùnental ma¡lpower targets for
next year, d.ecisÍons on the Scott Report on pensions, and developments on ner{¡

technolory. It r,.rill be of vital ímportance cluring 1982 that staff are fully
inforned. about the steps in the negotiations, the Goverumentts position, andr

to the maxim¡m possible extent, the rationale behínd it. This is dealt r,rith
further in Part 5 of the Report.

2.9 We have been conscious throughout our report that it cannot be assumed

that the unions woultl follow the,sa¡ne tactics as in 1981 in a ùispute in 1982

or in any future tlispute. The unions themselves as yet have no partícular
plan. It seens unlikely that an all-out strike for an indefinite period would.

be supported. because of the cost to Índividuals. SelectÍve action, as in
1981, cnncentrated on reyenue flow uight agaÍn seen attractive but it woultl

rlepend. on another round of voh¡ntary lewies; if this optíon were to be

ad.opted agaín, the u¡rions night be e4peeted to place a high prÍority on

trying to counter the nÞnagement actions whÍch Ín 1981 liuitetL the loss of
revenue; pressnre on certain m'nagers from their rrn:ions and colleagues n:ight

be ex¡rected to increase. The r¡nions may indeed hold. their hand.r with the

report of the Megav Cornmittee due later in the yeari if there should be

industrial actíon the most like1y tactic¡ on balance, is further selective
strÍke actíon (supported by a prograrme of action short of a strike). However,

it cannot be aggumed that, as in 1981, the r¡n:ions would deliberately avoiil
closing dor¡n loca1 Socíal SecurÍty offices. Some are hrorrrn to believe that
the Gove:r:rment conceded a small increase in its 1981 offer only after the

índustrÍa1 action began to affect local Unerrployment Benefit offices. there Ís
therefore likely to be greater pressure in future for early and rrÍdespreail

action in locai offices, which trade r¡nion leaders might pïove unwil,ling
or r¡nable to resist. MilÍtant menbers of staff nay well argug-that public
opinion is already sufficiently, antipathetic to the Ciril.Serwice for this
drastic step to carry little risk of further alienating the public.
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2,10 These possíbilÍties are beÍng kept Ín nind in the revierv of
Departmental eontíngency plans referred to in Part 6. the probabílity that
selective actÍon r.rill again be the maín tactic ín 1982 strengthens the need

for management sanctíons used. in 1981 to be as operationally up-to-date as

possible; these are coverecl in Part 5 of the Report.
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P.ART 3¡ IMPROVING Tm CLIMATE 0F 0PINION

3.! The Governmentts ability to prevent and deter a dispute and, if a

dispute occurs, to achieve its objectives at minimum cost, depends in part

on how suceessful it is in influencing the clinate 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 Goverrunentrs ol't/rr

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-tern attitud.es in the course of

a d.ispute through prompt and effective commr:-nications,

Public op.inion

3.2 In any industrial clispute it is an important objective of an employer

to secure the support of public opinion. This is particularly important

f.or the Government since its position in the tiispute will often be based

on public interest as well as management considerations - the need to linit
the burden of civil senrice pay on the rest of the economy and. the desire

to influence the level of pay settlements generally. In the 1p81 dispute

the Government was reasonably successful in securing and retaining the

support of public opinion. Civil bervants in general, unlike, for example,

the nurses, are not a group of employees for whom there is instinctive
public s¡mpathy. At a time of high unemplo;aent and falling rr'age settlements

in the private sector, there was general support in the media for the view

that the Governmentls 7 per cent offer was ad.equate. Since most of the

industrial action did. not, with the possible exception of the action by

the CAA|s air traffic controllers, have a d.ra¡natic and noticeable effect
on the general public, there was little public pressure on the Governnent,

apart from some media corment towards the end. of the dispute, for a settlement.
The general climate of public opínion nust have been an important factor
in influencing the members of the Civil Serrrice unions to settle eventually
for an offer which r+as only marginally better, at least in imediate cash

terms, from that which preceded the industrial action. It also no doubt

helped. to moderate complaints from those who were affected by the disnrption
in the Goverrunentls serw!.ces, for example within the business conmunity. The

Government will similarly wish to have +"he support of public opinion in
future d.isputes. l0
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fÌmployee..opinion

3.3 There is however the danger that in concentrating attention on public

opinion, the Government nay pay insufficient regartl to the need to influence
the opinion of its ovrn employees. As paragraph 1.1 indicates, the d.egree

of support which the unions were able to secure for industrial action in
1981 was affected by the low regard which the Goverrunent was perceived as

having for its own employees. The hostility of the media to civil serwants

appeared, in the eyes of many civil servants, to be fostered by the

Goverr:ment. This undermined loyalty at some levels in the serwice where

there would" normally be little support for industrial action. But although

the support of nidd.le management was very patchy overall, there h¡ere some

key areas, as paragraph 1.5 indicates, where the efforts of middle managers

were erucial in limiting the cost of the d.ispute. It is impossible to
const:rrct workable contingency plans on a large scale in many departments

without relying on similar co-operation in the future. Moreover nany of

the management responses to,industrial action d.iscussed in Part 5 of this
report are difficult to put into effect quickly without extensive co-operation
from managers in local ¡nits. As paragraph 1.1 explains, the morale of
many staff is still high in the sense that ther" i" . cormitment to the

senrice being provid.ed., but the feeling of alienation from the Government

as employer is potentially ha:mful. Any further weakening of loyalty in
the senrice, particularly at niddle management levels, could. have serious

consequences in a future dispute. This suggests that a major priority for
the Goverr¡ment is to pursue the longer-te:m aim of improving morale and.

strengthening loyalty among its enployees and., if a dispute does occur,
to take ppecial care with eonnntrnications not just with the public at large
but also with the staff.

Morale

3.4 There âre. some obvious specific issues affecting ryoil Seryice morale

over the next couple of years - the handling of the L!82 pay negotiationst
the new pay arrangements following the Megaw Inquiry, the Governmentts policy
relating to ind.ex-Iinked. pensions in the Civil Serwice and elserr¡here in the

publíc sector, the continuing effects of manpower reductions and the

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

1t
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concerned, there is clearly nothing to be d.one until after the Megaw Inquiry
has reported although the inevitable uncertainty has an rrnsettling effect
on morale. 0n pensions, the Government will shortly be consid.ering the

line which night be 'baJcen in a Parliamentary debate on the Scott Report.

The tactics to be adopted in the L)82 pay negotiations are already under

consideration by Ministers. In relation to all of these issues, and other
ma'bters affecting morale, the maín need will be to avoid reinforcing the

impression which many civil serwants have that the Government wants to
single out the Civil Serwice for especially rigorous treatment as an exâmFle

to other employers in the public sector and elsewhere. It will also be

d.esirable to avoid. getting into a position where the Gover::ment has to brea^k

agreements rather than teruinate them after the proper notice. The Government

will want to create confidence that it intends to deal fairly with its
ernployees

3.5 There may also be scope for strengthening morale in ways r:¡con¡rected.

with the main pay issues - by acknowledging achievements in inproving
efficiency, bI encouraging (and being seen to encourage) a positive attitude
to the Civil Serrrice by the media, by reinforcing the existing efforts of
Ministers to ex¡rress appreciation of r+ork well done and to develop contacts
with their staffsr and. by improving working conrlitions in sone of the worst
local offices. Many of these matters ^nd other matters affecting morale
are already being discussed by the Chancellor of the Duchy of Lancaster with
co1 leagues.

$ornt¡r¡n:ications

3.6 In the short tem the main task is to consider how to improve

comnunications with staff before and during a dispute. It is of course

axiomatic that the staff nnrst be provid.ed as quickly as possibte with
info:sation about the Gover:nmentts position and important d.evelopments in
the dispute which is factually correct a¡rd not mislead.ing. In addition it
is d.esirable that the substance of the message should be of a kind vhich,
d.espite the unavoidable d"ifference of view between employer and employee

on pay issues¡ cêrÌ be presented as reasonable to the sÍTrloyee. As

T2
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paragraph 1.1 makes clear, a major element in the 1$81 dispute r"'as the

suspension of the Civil Serwice Fay agreement. There was extensive general

briefing sent out by the CSD to departments throughout the'ilispute, and.

used by departments to explain the Governmentts position to local offices.
From an early stage this briefing, like the Governmentts public statements,

nade it clear that there had been increasing public criticism of the pay

research system, including the need. for changes in the way pay comparisons

r+ere made and for nore weight to be given to other factors such as job

security and. the recruitment and. retention position. these statementsn

though frequently repeated, were not reinforced with detailed evid.ence

about the shortcomings of pay research. Most civil servants on the other

hand were likely to think, unless persuaded otherwiser that the pay

comparability system which had been in use for 25 years was a fair one.

In the absence of evidence they were inevitably receptive to the union

claim that the Government had abandoned pay research in 1!81 sinply because

it was liable to produce data which r.sould. lead to an i.nconveni.ently hígh

offer and not because it was in any genuine way defective. The problem l{as

cor¡ror::rded. because the Government found. itself unable to give specific
assur€Ìnces about the new pay arrangements. As the najority of the staff
saw it, the Government merely asserted that a system r+hich hacl operated

fot 25 years was unsatisfaetory brrt díd. not demonstrate how and why it was

unsatisfactory or indicate what.was like1y to be put in its place.

3.7 It may well have been tlifficult 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 argunent. This is relevant
not just to the direct impact on the rank a¿d. file but also to the ability
and willingness of senior staff and managers to explain and justify the

Governmentrs position to their subordinates. In the 1981 dispute it was

notable that few senior staff felt able to d.o more than pass on inforrnation

about the Governpentts position; appeals to subordinates tend"ed. to be based.

merely on the need to carry on a particular se:r¡ice in the national interest
or in the interest of the sec-bions of the corrmunity concerned. It shoulcl be

borne in mind. that managers in the Civil Se::r¡ice are less well- placed than

L5
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their counterparts in the private sector in trying to secure acceptance

by their subordinates of a partícular pay settlement. Ïn the private
sector it nay 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 vel1-being of the economy as a h¡ho1e are

inevitably' less persuasive and this makes a reasoned management message all
the more desirable. It should. also be remembered that many miclclle and.

senior marlagers are not lrondon-based and have never had llhitehall experience.

They d.o not feel themselves so much part of central Gove::nment but rather

alongsid.e their staff operating often in areas identical with or analogous

to private sector activities. Essentially the requirement is for a simpte

and clear message for the rank and. file, and some well-argued briefing for
managers cLesigned both to convince them of the merits of the Governmentrs

case and to help then put the case across to their subord.inates.

3.8 It should also be kept in nind that conmunications 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 puryoses, the messages have to be kept consistent. fntleed it is
likely, as the 1!81 dispute demonstrated, that staff will hear first of
inportant developments in the dispute from the mediar although this can

be supplemented. quickly by notiqes and circulars. The lesson is that
public statenents, and not just those specifically clesigued for staff
consum¡rtion, should. be prepared with an eye to the effect, on employee

opinion as r¿eII as public opinion.

3.9 Finally, experience in the 1981 ilispute suggests that the pronpt

dissemination to the staff of factual info:cnation about the Goverrrnentrs

position, while necessary and. valuable, will not be enough. The effect on

erployee opÍnion 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 Gove::nmentts position. As paragraph 3.6 and 5.7 above suggest, a

precoddition 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 d.ifficult
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if the Governmentrs position at a particular time has been deternined

prinarily by its râcro-êconomic objectives. It may also be unrealistic
because of the grad.ing stnrcture in ùhe Civil Service and. the degree of

¿nionisation, to expect some of the lower levels of management to view

pay issues through the eyes of an employer rather than an employee. There

are therefore limits to what better conmrutication can achieve, but everything

possible should. be done within those linits. The process of commrrnication

should begin at the top with Ministers and work d.orrn through senior managers

to the mitldle managers (nO to Principal level) nanaging operational units.
If senior staff thoroughly und.erstanil the policies they are responsible

for implementing they will be able to make a much more convincing job of

getting them explained dor."n the line in a way most likely to enlist the

eo-operation of staff at all levels. In the 1982 pay negotiations, for
example, it is for consid.eration whether each Minister shouldr on the basis

of a bri'efing note centrally prepered, explain to his staff in the Open

St:rrcture the Governmentts approach to the negotiations, and seek their
co-operation in passing the message down the management chain. Moreover

effectíve connnunication is a two-way process, and. it is important for
info:mation to be fed. back, during pay negotiations, about staff reaction
'to proposals put forward by the Government and. the unions. Although the

process of conmunication d.escribed above is not intentled. to be a consultative

process, it might help to provid.e additional valuable feed-back about the

development of staff opinion.

3.t0 (hrr reconnnendations in Part J of the Report can be sumarised. as follows -

ê¡ Although the Government should continue to ensure the support of
public opinion in future clisputes in the 0ivil Se:n¡ice, strengthening

the morale and loyalty of staff, particularly at niddle managenent

levels, is equally inportant both in avoiding disputes and, if disputes

do occur, in ensuring a successful outcome.

b. 0n the main issues affecting morale over the next year or two

(eg the 1p82 pay negotiations, future pay arrangements post-Megaw,

pensions, manpower and. new techttologyrthe impression should. be
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avoided that the Civil Se:srice is being singled out for especíally

rigorous treatment, and. the Government should. seek to create confideoce

that it intends to cteal fairly with its own employees.

co Action should be taken, where possible, to improve morale in
the longer-tefln by dealing with matters unconnected with the main

pay issue.

d.. If a dispute occurs it is essential to have a reasoned messaget

supported by arguments and. evidencerwhicb can be put across

persuasively to staff.

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

effect on employee opinion.

f . More use shoultl be made of the management chain from Ministers

through senior managenent to ¡ridtLle managers, to put across tbe

reasoning behind. the Governmentrs position, and this process colrld.

also provid.e valuable feed-back about the development of staff
opinion.
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PART 4: ONGANIISATTON DURING A DISPUTE

4.L Ttre analysis in Parl, 2 of the Report und"erlined (paragraph 2.4) tne

need for effective organisation during a dispute. Ibe main requirement is
that all Departments should be arvare of the Governnent¡s overall strategy
for handlíng the d.ispute, should have a clear und.erstanrling 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
infomnation, should" be able to share e:ryerience, should. have a ready neans

for obtaining guid€ùnce on problems of general application, and. should. be

able to react pronptly and flexibly to the ch"nging needs of the situation.

4.2 lhis Group has not concerned itself with each Departmentfs internal
arrangements for handling a d.ispute as these will reflect particular
circumstances and. more properly fo:m part of deparùnental contingency
planning. We have aLso not sought to make recommendations about the
arrangements r¿hich the Prime Minister night make for senior Ministers
to consider collectively the strategy relating to Civil Service pay

negotiations or the hand.ling of a dispute. ltle have however looked into
the machÍnery for d.ay-to-day co-ord.ination hetween Departments in the
tight of experience during the 1$81 rlispute.

4.5 In 1981 day-to-d.ay interd"epartmental co-ord.ination was achieved. by

the Group in Industrial Action (Cf-A,) chaired by the then M:inister of
State in the Civil Sernice Departanent and cornprising officials from the
main Depart¡nents. This replaced. an earlíer Com'nittee which had official
membership only, the Steering Committee on Inttustrial Action (SCf.n). Gf-A

net d.aily at first, and then, towards the end. of the tlispute, three times

a week. Íhe firnctions of GIA were to ensure that inforuation on the conduct

of the d.ispute ceme in regularly, that D.epartments were sufficiently
infomed. of what was going on in other Departments, and that the response

of Departments to the d.i3pute was co-ord.inated.
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4.4 We consider that similar arrangements should be mad.e in a future
d.ispute, with the following mod.ifications: first thatr although the Group

will need. to neet frequently, the frequency shoulrl be rigorously controlled
to linit the demands on the time of senior officials with a key role in
handling the clispute; secondly that, although it woulcl be desirable for
a Treasury Minister to chair the Group at some of the more important
meetings, an official chairrnan should. suffice for the more routine neetings;

a¿d. thirtLly 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 0fficers of the main IÞpart'ments together with
appropriate representatives from central D.epartments and advisers from the

Iegal Departnents. Daring industrial action this group would. meet as

frequently as circunstances warranted. but not less than once a week. It
would have a Treasury Minister as Cbaiman and a senior Treasury official
as Ðeputy Cïrairman. Except when there h¡as business of particular importance

it would meet r:nder the Deputy Cbaiman (as is the case with the Civil
Contingencies Unit).

4.6 ltle recomend that ituring a period. of industrial action the te¡ms of
reference of the Group night be -

ôo to monitor the progress of the tlispute with the aitl of regular
and. frequent reports from Departments on the extent and. nature of
industrial action, the effects of the action on the work of
Gover:nment, and the efforts of Departnents to counter the acùion;

b. to facilitate the sharing of experience by Þpartments;

c¡ to id.entify problems of general concern, to devise solutions and,

where appropriate, to make proposals for dealing with them for
consid.eration by Ministers collectively;
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d.. to d.iscuss and advise on changes in tactics in the light of the

general strategy approved. by Ministers; and to co-ordinate their
inplementationr where necessary;

êo to review the ad.equacy of action taken to communicate the

Goverr¡nent¡s position publÍcly and. to the staff to ensure that
any neeessary further action is put in hantl;

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

effects of the tlíspute; and

g. to be available is a solrrce of advice to Ministersr as requíredt

about major i.ssues relatíng to the hand.ling of the dispute.

4.? lrle reeonmend that this Group should also undertake -.the work

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

plans proposed in Part 6 of the Report.
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PART 5: MANIAGEN{HIIT RESP0NSES T0 INDUSTRIAI ACTI0N

TNTAODUCTION

5.7 In reviewing the lessons of the 1!81 dispute, the Group devoted most

time and attention to possible management responses to industrial action

ie the action open to m4nagement to deter industrial action before it
occurs, to counter it when it is in progress and to help bring it to an

end. Departnental contingency planning is concerned with separate issues,

namely how to circumvent industrial action or cope with its effectsr æd

is dealt r+ith in Part 6 of this report.

5.2 It is axiomatic that staff r+ho d.o not work are not paid. Thus the

fi¡ndamental response of management to industrial action is to face staff,
individually or collectively* with a clear choice between working norrnally

or losing pay, and. to fiad. ways of increasing the financial pressures

on staff to retu¡rr to nomal working. It is also the case that staff
who eo'r'mit disciplinary offences can be punished under the established

disciplinary procedureg. However there are legal constraints on managementfs

freedom of action which bite on all employersi and there are also important
practical constraints which need to be weighed. carefully.

The Legal and Practical Constraints

5.3 The legal constraints on managementrs responses in dealing with
industrial action arise from statuter and from the contractual relationship
at connmon law from which the sanetions themselves derive. The most

inportant are -

ê¡ the statutory inuunity of trade r¡nions a¡rd their officials
in organising industrial action (now to be restricted);

b. the statutory provisions against r¡nfair dismissal (notably
the probabilíty that selective dismissal would be found unfair);

c. the cor¡rmon law contractual right of white collar (and some,

but not all, nanual) workers to be paid when willing to work;
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d. the conmon law contractual right not to have conditions of
se::r¡ice r:nilaterally changed; and

êo the procedural safeguards attending disciplinary measurest

case by case.

5.4 The practical constraints arise partly from the size, diversity
and dispersion of the non-industrial Civil Service (for exanple the need

to deal quickly with simulf,aneous industrial action in many separate loca1

offices spread over a wide area) u"d partly from the nultiplicity of the

Gove¡:r:mentrs objectives. Thus, in considering whether management should

respond to industrial action in a particular way at a pariicular time

and whether escalation may be advantageous at a particular stage, many factors
will need. to be consid.ered., for example -

€ro what weight should be given to achieving a low pay settlementt
r.rrhich may have macro-economic as well as cost benefits, as opposed

to maintaining continuity of Gove:r:ment services. and avoid.ing

cost penalties?

b. r+hat effect would esealation have on the provision of
services to the public, and who would be regarded by the general

public as responsible for any deterioration in sewices?

c. how far nay action which could have short-te¡m tactical benefits
have a disproportionately adverse effect on the long tem relationship
between the Government and. its enployees? (mis nay be

particularly relevant in the case of those meêsures which would

put civil serrra¡.ts in a less favourable position than other white

collar enployees)

d. will nidd.le 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 p1ans, or disrrrpt se::vices

hitherto r¡naffected by the strike?
MAT\ÏAGB{H\M- IN-C ONFTDENCE
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The Broad Categories of Management Response

5.5 Against this background we have considered the range of options

which night be available to management, as a response to industrial actiont

r¡nder the following main head.ings -

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 nomally or as directed, through the application

of Temporary Relief from Uuty (fRn);

b. clisciplinal1r measures;

c¡ relieving Govemment of the cbst of paying those whose work

is affected by the industrial action of others by laying them off
without pay (antt thus imposing costs on individuals anct/or unions);

d.. penalties imposed generally on those r+ho take industrial
action (ie otJrer tJran through individual disciplinary procedurest

and going beyond the r¿itholding of pay for work not done or affected

by the industrial action of others); these night include dismissal,

suspension without pay, reduced leave entitlement and diminished'

promotion prospeóts i

e. actions d.irected at the trade r¡nions - ie withdrawal of

facilities, suspension of the arrangement whereby trade union

subscriptions are deducted from pay (ttcheck-offtt), 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

g. restricting the freedom to take industrial action by lawt

by no-strike agreements or by contract. These options are exanined

in detail in the following paragraphs.
22
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lining

5.6 ft should be noted that some of these options are already available
to management within certain limitations (for exarnple lRD a¡rd d.isciplinary
measures). Many other options could not, irrespective of their merits
or demerits, be exercised without new legislation or other preliminary
steps which would take timer and are not therefore likely to be available
in 1982. It is, of course, also open to Ministers to seek injunctions
against naned individuals under existing industrial relations legislation
for those types of industrial action which are illegal. Once the Governmentfs
hplo¡rment Bill is enacted it wilÌ be possible to seek injuactions against
the trades unions in similar circumstances.

ÎHìÍPORARY REI,IIF FROM DUTY

5.7 Temporary relief from duty (m¡), ie sending home without pay staff
who refuse to work nomally or as directed, was the main, sanction used
during the 1981 dispute. TRD is not a disciprinary procedure. By
withholding Pafr management is responding to a breach of contract by the
staff. In bringd-ng home the consequences of that breach of contract,
management expects to teruinate the breach and to deter sim:ilar breaches of
contract. The procedure, which was significantlyshortenedduring the 1981

d'ispute as we discuss below, involves a series of wa::nings to the staff
conce¡:ned. about the consequences of a continued. refusal to work no:mally,
with opportr¡nities for the member of staff involved to review his position
and consult his advisers.

Ilrperience in 1981

5.8 During the 1981 dispute a nunber of problems were enc.ountered in
the application of fRD. In Departments with videly-d.ispersed local
units local na¡ragers sometimes refused. to initiate the lRD procedures

and this task feII to regíonal managers r+ho for¡nd difficutty in carrying
it out effectively. In other cases staff, when.wanned by nanagement of
the consequences of failing to work no:mally (as the TR,D procedures require),
returned. to work only to resume industrial action a short time afterward.s,
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which mea¡rt that any further attempt to apply TR,D had to be started from

scratch. In the early stages of the dispute legal advice was that a

clear refusal to work norrnally had to have been demonstrated and adequate

time allowed by management for staff to reconsid.er before they could

safely be relieved from duty. But once it beca.rne clear that a refusal
to work norrnally on the part of certain staff was the result of deliberate
and well-orchestrated trade u:oion tactics and that the staff conce:rued

were fully aware of the consequences of their actions, the TRD procedures

could be sinplified in a r¡rnber of respects and the time taken to apply

then significantly shortened. Thus wa:enings were sent to home addressest

the period for reflection reduced to as little as 4 hours and in some

cases wamings were issued in advance of industrial action. In the case

of Customs and Exeise, Ministers authorised senior staff to apply lRD

in defined circr¡mstances which rtrêântr at one crucial stage in the disputet

that it could be applied very quickly and. was thus particularly effective.
In the DHSS authority for the use of tED by local management was

issued and co-ordinated by a central r¡nit so t'hat legal advice was

quickly avaiiable to then on whether lRD was applicable in particular
circr:msta^nces and the best tactics to adopt in doing so discussed in the

figbt of e:rperience in other parts of the Departanent. lbe Inland Revenue

followed broadly the sane procedure as the DHSS, with reports back to
Ministers on the results of each stage of the IRD operation before proceeding

to the next.

Stream'l ining of procedures

5.9 A nr¡mber of the nodifications introduced into the TRD procedures

during the dispute can safely be retained for the future. In other cases

(eg enbodying the fÍrst warninþ i.n a generaL notice or circular to

staff) it witl again be necessary to be able to d.emonstrate orchestrated
trade union tactics and a clear awareness on the part of the staff
concemed of the consequences of their actions before further sinplification
of the procedures is possible. But in the light of e:cperience gained in
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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 linitations

5.10 There are, however, two important linitations on the use of TRD.

First, a clear breach of contract must have been cor¡mitted before it
can be applied and TBD ea¡¡rot be apptied to individuals other than those

in breach of contract. lhus by careful tactics the trades unions can

linit the extent to which TnD can be applied. Itisrtherefore, an essential

lir¡itation 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 u.nions are prepared to allow to take industrial
action.

5.LL The second. linitation is the willingness of niddle management to

apply TRD. It is an essential pre-requisite for the use of TRD that
manragement can specify which staff are not r+orking nomally and in what

respects; nornally t'his can only be done by local management. In the

1!81 dispute the reLuctane6 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 m€uragers, 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 linited nunber of mobile managers

available.

5.72 A further difficulty is that it is aot clear how far TRD can be

applied to employees ref.using to carqf out the duties of those on strike
(as against refusing to carry out their onn duties nomally).. The

practice of departnents varied. The constraints are first, the qualificationst
experience, etc necessary for the particular iob - 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 te:ms of his contract of employment - which is a question of law.
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j.Lj The second. questíon has not yet been authoritatively decitled in

relation to any Civil Service employee¡ although two litigations presently

before the Court in Scotla¡rd (anit arising out of an earlier d.ispute)..y

throw some light on the matter. In the meantime, in the light of experi-ence

gained. during the 1981 dispute, (*d subject to the results of any future

decisions of the Courts) legal advice is that where it is essential to

a Departrnent that a particular job be carried out, any officer who is

qualified, where necessary, a¡rd capable of carrrying it out may be required

to do so, if the work involved falls within the category or categot'ies of

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

Trade Union tactics

5.t4 No doubt the trad.e 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. (Uut not in &rgland and

Wales) supporting the principle underlying TRD, and it may be significant
that no action to test the principle has (so far) been taken in connection

with the recent dispute. fhe 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 wilt always be possible for an employee

to claim that its use was not. justified in a particular case. In this

way the r:nions might seek to linit the circumstances in which TRD could

legally be used. The r¡nions are likely also to be developing ner'v tactics

in the light of the experience they gained in 1981. We ca¡not usefully

speculate on the tactics they might adopt in future disputesr but they

will no doubt have recognised the part played by niddle management in 1981

in cor¡ntering the effects of the industrial action and tbey are therefore

Iikely to seek to recnrit as many more staff in these grades as possible.

Next steps

5.L5 lie have not identified any further modifications to tbe TRD

procedures in themselveg which would overeome the residual problems

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

the operational d.ifficutties h'here local managers are themselves withhold'ing

co-operation. We therefore recoumend that departnents, particularly
26
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those with nr¡merous loca1 offiees, should consider carefully how the lR,D

procedures night be most effectively adninistered in the future. To ensure

that information about new or particularly effective approaches adopted

by individual departments in 1981 is generally d.isseminated we also

recomend that the outcome of the above deparünental reviews should be

reported to the standing group of officials discussed in Part, 4 of this
report.

Reduced pay

5.L6 h¡hen staff refuse to work either a full day or to perfo:m their full
range of duties it is also open to management to reduce their pay for
that day. This approaeh, which can be viewed as a m:ilder variant of TRDt

has not so far been adopted in the Oivil Serwice; it was seriously
considered by at least one depart¡nent early in the 1!81 d.isputer but

rejected in favour of ÎRD. The administrative complications in doing so

would be considerable and. there would be substantial scope for legal
challenge. Staff would have to be wa¡:ned ind.ividually of manêgementrs intention
to reduce or withold pay and thus this approach would be no more flexible
than TRD. Moreover, altbough an employer is entitled to withhold that
proportion of an employeets pay which relates to the proportion of duties

which have not been perfo:med, the practical difficulties involved in
assessing exactly what thie proportion night be would be considerable;

for example, it would. he necessary to esúablish the irìportance of the work

not done in relation to that which had been done. It would thus be difficult
to establish rules of thr¡mb for local managers and the opportunities
for legal challenge to managementrs decisions on the pnoportion of pay to
be withheld in individual cases, would be considerable. Moreover¡this
approach effectively sanctions selective working by staff r+hen managementfs

prime objective in future disputes is likely to be to face staff with
a clear choice betweeo working nomally or going on strike.

5.L7 We therefore do not recorrmend the option of reduced pay 9ë993¡þ, in
those circunsta¡ces where the use of TRD could not be justified and the

practical problems with reduced pay could be overcome. In these limited.
circr¡nstances reduced pay would be a useful add.ition to the options open

to management. 27
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DISCIPLINARY MEASUNES

5.18 It is clearly open to ma$agement to take disciplinary action against

staff who eommit a disciplinary offence during the eourse of industrial
action a¡rd in any dispute there may be some individual cases of this kincl.

But the widespread use of disciplinary procedures as a me€uts of seeking to

end industrial action seems unlikely to be an effective tactic. The procedures

have been clesigned to d.eal with individual cases and therefore contain

a nr¡nber of procedural safeguards which could. not be set.aside without

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

tend to take tine 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.

tr\rthemore, the use of the disciplinary procedures in this way could

well give rise to new grievances and allegations of victimisation a¡¡d thus

intensify the industrial action by obscuring the real issues arxd alienating
moderate opinion. It is also likely that the trade r¡nions would insist
as part of any agreement on return to work that any disciplinary measrLres

which had. been applied as a general response to industrial action should

be rescinded.

5.L9 We ¿o not tneretore r that further consideration should be

given to the use of disciplinary procedures as a meân,s of seeking to end

widespread industríal action, although these procedures mayr as in the

past, be appropriately used to deal with some inrlivi.duaL cases.

I,AY OtrF I{IÍEOUT PÁY

5.2O Comon law does not allow employers to lay off without pay white-
collar employees for whom, as a result of the industrial action of otherst

there is no work to do. Industrial civil serwants can be laitl off without
pay imédiately, if they are without work as a reÊ.ult of industrial action
by other industrial civil servaots, and. after 28 days (r:nder the Agreements

on Guaranteed Paynents) 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 themt

subject to any guaranteed week agreements.
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5.2L The objectives of legislation to permit lay-off without pay night

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;

co to increase the potential cost to the trade r:nions of continuing

with industrial action; and

il. to deter the trade unions and the staff from takj.ng industrial
action in the first place.

5.22 A nr¡mber of Departnents felt that a power of lay-off would be a

useful ad.dition to the sanctions available to managenent, principally to

deal with those situations where a strike by a small number of staff can

prevent large nr¡nbers from working usefully or at all. Such a situation
arose in a nr¡mber of locations during the 1981 and previous disputes. For

exanple in 1980 a handful of IPCS staff at Bisbopton virtually brought

the Ordnance Factory to a standstill at a cost of â10 nillion. In 1981

at the DHSS Newcastle Central Office a strike by 2J0 staff employed on

the Contributions Records computer anct 100 staff on the Chilat Benefits
computer led to nearly 200 staff being without any work, to some 41000

staff working to half their normal capacity, and to 21000 staff workigg

to two-thirds of nomal capacity. The strike action imposed a major burden

on fuployment and DESS Local .0ffices who had to operate emergency procedures

to replace the computer ser¡rice.

5.23 Against this it should be noted. that, cven if this option were to

be made available to the Gove::nnent, 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 d.ispute. It might alienate the support of various groups of staff:
those who had so far been prepared to work normally; nid.dle managers

whose co-operati'on is essential in lirdting the effects of, industrial
action and applying sanctions to staff below them; and staff with a key

role in operating d.epartnental contingency plans. While the Governmentrs

pay bill would be reduced, the d.isruption to the Govemmentf s services

night be increased.

5.24 The advantages a¡d disadvantages would need to be weighed carefully
in the light of circr:mstances at the time. The legislation necessary

to permit lay-off without pay either for civil ser:vants or for employees

generally has already been drafted on a contingency basisr but at no

time during the 1!81 dispute was it jud.ged right to introduce this legislation'
given the severe escalation of the dispute which would have resulted from

d.oing so. Ministers also considered the introduction of general legislation
along these lines in the context of the Þnplo¡rment Bill, but decided "

against it, although the issue may arise again during the Billts passage

through Parliament.

5.25 It might be argued that the Govern¡nent should. not merely have the

legislation available on a contingency basis but should introduce itt
on a basis linited to the Civil Servícer âs soon as possible, The

justification would have to be the e:çerience of the 1981 dispute and the

intention would. be primarily to deter in advance selecti.ve action
d.esigned to prevent large nr¡mbers 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 sewa"nts as

against other whit-e-collar employees. In te:ms of the effect on Civil
Service morale and loya1ty, the Group concluded that it would do much

more harrn than good.

5.26 Moreover, the trade union movement generally might see even lin:ited.
Iegislation of this sort as a potential threat to them and as a result
they night well r¡nite behind the Civil Se:n¡ice trade unions in a campaign

of opposition to the }egislation. In any case, a wide measure of public
and, FarLia.mentary support would be necessary for the passage of such
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radical powers a¡rd in the absence of a major industrial dispute in the

Civil Senrice with significantly hrorse effects than in 1981 there must

be some doubt as to r¡hether sufficient support could'be mustered.

5,27 h¡e therefore reconmeqd that the draft legislation to permit Iay-off
without pay should be retained as a contingency measure and. its provisions
reviewed from time to time in the light of e:rperience, with a view to its
speedy introduction if necessary.

GENERAL PH{ALTIES

Dismissal

5,28 Surrmary disnissal is a lawful response to industrial action, and

if all strikers in a given d.ispute are treated alike there is no appeal

to an industrial tribr¡nal on a complaint of r¡nfair d.ismissal (although an

appeal to the Civil Service Appeal Board would be possible). However, if
distinctions are nade (eg to re-engage some but not all) an industrial
tribunal may well judge the disn:issals r¡nfair. Since tribr¡nals have

drawn no distinction for this purpose between d.ifferent times or degrees of
involvement, it would have been necessarTr in the 1p81 d.ispute to dismiss all
who stnrck at any tine (nore than half the Civit Se:rrice) for any one

dismissal to be judged fair, unless wholly exceptional circr¡mstances
wexe present to justify that particular d.ismissal.

5,29 Under the Goverunentts nsr4¡ rhFloyment Bilt the employer will be

irnmune from appeal if all who are actually on strike at the time of d.ismissal

are treated alike provided that notice had been given that they uight be

dismissed if they d.id not return to work. Thus, all strikers could be

threatened with disnissal, a¡rd the Government could retain those staff
who retu¡:ned to work by a certain time. In theory, this cou1d. be a powerful
new sanction, particularly to cor¡r¡ter cases where bey 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 night be even

greater if the provisions of the Bill related to place of work rather
than the enployer, 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 franed on the basis of empLoyers; i.t would

1n a^ny case be d.iffíouLt in practice to use the poï¡ers discriminatori-3-y

be*.ween different groilps of strikers in the same dispute.

j.3O Although the new fuplo¡nnent BiIl wiIl, if enacted, give the Gover¡rment

some additional flexibility in using the sa¡retion of dismissal as a

response to industrial action, some firndamental practical constraints

should be borrre in mind. If a large nunber of civil sersrants were on

strike, the Gove::nment would. have to be confid.ent that the threat of disnissal

woul.d work, or that it could do r+ithout the services of the staff concerned.

These risks would have to be assessed carefully at the time. The re-instatement

of those d.ismissed would inevitably become an issue in the final settlement.

5.3L These considerations in paragraphs 1.29 and 5.50 above apply to the

use of d.isnissal und.er the Gove:r:mentts nelr¡ proposals. In aby widespread

and concerted industrial action before that (before, safr the surmer of

tg82) suümary d.isn:issal would be subject to the existing law and would

be r¡nlikely to be a useful sanction for the same reasons as in 1981.

Suspension without pay

5.jZ Bearing in mind the practical eonstraints on dismissing large m¡mbers

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 wilting to retuur to no:mal working is not allowed. under

the corrmon law. Nor would it be covered by the contingency legislation
for lay-off referred to above r¡nless the work of -the person concer:ned

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

5.53 Suspension without pay is possible under the d.isciplinary procedures

either as a penalty itself or as a precaution pending the completion of a

disciplinary inquiry. Ilowever, these procedures eould not be used to

counter industrial action effectively for both legal and" practical reasons.
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Lega1ly, the use in this way of the disciplinary procedures could be

cballenged 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 ser:vant 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 blata¡rt discrimination. Moreover, to attempt to do so would

almost certainly be counter-productive since, by creating aew grievances

which would. attract a wide measu.re 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 pe:mit suspension without pay would have to be drafted
to allow suspension entirely at managementrs discretion without appeal,

even in cireumstances where staff were genuinely willing to work no:mally
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 bor¡nd to be opposed vigorously by

the trade r¡nion movement as a whole. Again, a wide degree of public and

Parlianentary support for such a measure would be required before it
could be enacted. Thus, for much the sane reasons as apply to lay-off, we

d.o 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
f981. If, however, Ministers were to conclude in a future d.ispute that the
circumstances justified such a radical ste¡r the .necessary .legisLation
could be prepared quickly.

Non-pay Sa¡rctions: Pronotion and Leave

5.35 Industrial aetion already leads to the. loss of other benefits on top
of the pay lost, in that increments are delayed. and pension eqtitlement
and leave are reduced in proportion to the time spent on strike. ldhether

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 ma¡ragement in judging.his or her fitness for promotion,
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at least at more senior levels. But it is not fomally a criterion for
promotion. The question arises whether it would be to managementrs

advantage for willingness to take industrial aetion 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 pension ar¡d other
benefits mentioned above can be calculated automatically, a¡rd since willing-
ness to take industrial action is not a forual criterion considered in the

context of promotion it wduld be difficult to justify annotating personal

files. ïn any case, the trade unions normally insist that return-to-work
agreements specifically rule out pr:nitive measures. Any attempt to make

industrial action a specific eonsideration in the context of promotion would

not only make future pay settlements more d.ifficult followiag industrial
action but could also create add.itional areas of dispute between management

and staff because of the alleged victimisation of particular individuals.
Moreover, in some d.epart'ments operating efficiency would be severely reduced

if the eventual promotion of those who had. taken industrial action were to
be nrled out. The result could be to inhibit ma¡ragement from following
current practice and to make it inpossible 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 recomend. that the Gove¡:n¡nent should

seek to make a general nrle r:nder r+hich the taking of industrial action or
the refusal to obey managenent instructions during an industrial dispute
would be e:çIicitly and. systematically considered as a criterion for
promotion.

5.38 The amount of gggggl_fg that nay be taken is a legal entitlement,
although when it may be taken is at managementrs discretion within reasonable

linits. Following the 1981 dispute annual leave was not pemitted in some

departments r¡ntil 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 i"ndustrial action over pay
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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 a¡nual leave as a

pruritive sanction would. be in m€üragementrs interests. After the I98l
d.ispute some departments "rr"oo".!"d staff to make good the leave they had

lost through industrial action by working overtime and claiming leave in
lieu as a me€uls of quickly reducing backlogs 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 ltle recomend that in those departments where it would be appropriate
it should be mad.e clear to staff either ir¡mediately 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 no¡mal working had. been resu.med would be

given priority by management in d.ecid.ing when annual leave night be taken.

ACTTON AGAINST THE T}ÍIONS

5.4O Industrial relations in the Civil Senrice are based on the direct
involvement of serving civil senrants as r:nion representatives, æd
representatives are given paid tine off (and limited additional facilities
such as the use of acco¡modation and telephones) for this puryose. lle have

eonsid.ered whether it would be a useful sanction on the r¡nions in the event

of industrial action to withdraw these facilities more generally, or to
discontinue the check-off axrangements for transferring r:nion subscriptions
d.irectly from their members t pay. The Group d.id not consider the wider
issue, which has received some public and Parlianentary attention recently,
of the extent to rrlhich uni.on facilities should be provid.ed in the Civil
Service generally, but only the provision of such facilities in the
event of industrial action.

Facilities

5.4I These facilities are provid.ed und.er the non-industrial Civit Se:rrice
Facilities Agreement of 1974, which provides for ome yearts notÍce to be

given on te:mination. In practice facilities are not provid,ed when they
would be used to plan or earry out industrial action, and managementrs
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d.iscretion irr withholding them in those circumstances is r¡nderstood and

accepted. by the unions at least at national level. the Agreement is being

renegotiated. and a revised drafr agreement -bo provi.de for inpnovennents which

the Government wishes to seb introduced is now with Ministers for approval.

It would still provide for one yearrs notice of temination but r¡ould

include an explicit statement of principle that facilities would not be

provided for purposes coruxected with industrial action. Meanwhiler the

1974 Agreement continues to govern the provision of facilities until it is
replaced by the.revised Agreement or until notice of terrnination has been

given and the one yearrs period of notice has elapsed..

5.42 In addition, employers are legally required by the Þnploynent

Protection (Consolidation) Act 1978 to provirle reasonable paid time off for
industrial retations 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 pe:mit
tine off for r¡nion activities which themselves consist of industrial actiont
but clearly d.oes not envisage that indtrstrial action would remove the

employerts legal obligation to provid.e'any facilities at alls it saysr for
instance, Itwhere an official is not taking part in industrial action but
represents members involved, no:mal arrangements for time off with pay for
the official should applyrr.

5.45 Thus, particular facilities (except check-off: see below) are already

withheltL on particular occasions to avoid. their being used in industrial
action. To seek to exert greater pressrlre on r:nions by naking industrial
action the reason for withholding faciiities more widely would. again open

the Goveri{ment to the charge of te:ruinating 'ìn agreement without giving the

agreed notice, and would be illegal in respect of paid time offn r+hich is by

far the most important facility in question. Paid time off for activities
to which the legal requirement does not apply is a smalt part of the whole,

and is provided for activities like meetings of Comittees or Conferences

in which the Government would most wish to encourage r.r,ide attendance to avoid
a bias toward. more activist views. Another possibility, that of withholding

T{ANAG${MVI- IN-C ONFTDH\TC E
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all facilities from one individual, would be illegal because it would in
effect be seeking to exercise control over the staffrs choice of union

representatives. There is therefore little to be gained, and the likelihood.
of disproportionate embarrassment, in attenpting 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 hronn as

Itcheck-offrr. This is an arrÍurgement agreed with the non-industrial Civil
Se:rrice r¡nions since 1966 for Departnents to deduct union members I sub-

scriptions from pay at source, on each memberrs authority, and to forward
them monthly to each union. Since L974, these arrangements have fomed part
of the wid.er central Facilities Agreement. Check-off is increasingly cormon

in the private sector, and providing it is usually regarded as advantageous

to employers, particularly as it reduces the oppo:rtr¡nities provid.ed for
nilitant propaganda by other methods of collection. The Group considered
whether it would be feasible and d.esirable, in the event of industrial action,
to terminate tbe check-off facility.

5.45 It is important to note .that, r¡nd.er +,he L974 Facilities Agreenent, the
Gove¡:nnent could not, without breach of the Agreement, withdraw the check-
off facility unless 12 months notice of tem:ination had. previously been

given. Although the Agreement is not enforceable und.er 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 te:m:ination of the Pay Agreements in 1t81,
would clearly have serious consequences for industrial relations in the
Civil Ser:vice. There would be scope for the r¡nions to exploit this both
domestically an¿ inte¡:nationally in the IL$. (Legal advice provid.ed. in the
l!81 d.ispute that check-off night be te:cninated after J weeks notice was

given on the assr:mption that Ministers night be prepared to breach t,L.e L974
Agreement and that period of notice was chosen pragmatically on the basis that
it might provide reasonable time for ind.ividuals to make alternative
arrangements).
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5.46 If, therefore, the Gover::¡¡ent 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 cotrrse would be to clarif;r, in
the context of negotiations 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 r:-nions night then respond

by preferring to aband.on check-off altogether rather than continue with
check-off rron sufferancerr. An alternative would be for the Gove:m.ment to

propo.se a discontinua¡rce of eheck-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 d.esirable. The nain advantage would

be to put an end to the presentational embarrassment for the Gove:mment in
continuing to facilitate union subscriptions while industrial action is in
progress. The Gove:mnent would also disnrpt the flow of funds to the unions

and, altJrough industrial action is financed separately (either by special
levies or from special fi¡¡rds to which only part of regular subscriptions
are directed), the r¡nions would r¡ndoubtedly suffer inconvenience at a time

when their adninistrative resources were already stretched. Against this it
mrst be aclcnowledged 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 adva¡rce by the Gove:rnment on a contingency basis. There could also
be some practical inconvenience for the Govennment in reinstating check-off
after the industrial action had ended. Finally it should be bo:roe in nind
that if the r¡nions were to withdraw from check-off altogether this night carry
gome disadvantages for the Government since other methods of sollection could.

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

fore recorrrnendeil that, as a fírst step, the Gove:mment shoultl

clarify in the diseussions about the new Facilities Agreement that
it would be free to discontinue check-off at its discretion in the

.event of industrial action (paragraph J.46 above), and that
subsequently the necessary preperatory work on pay conputer sub

prograrmes and other practical aspects should. be put in hand on a

contingency basis. It should be noted. that r¡nless a new Facilities
Agreement is concluded in which the r¡nions agree to the clarification
proposed, the option of discontinuing check-off would. only be

available in 1982 if the Goverr:¡nent were to decid.e, notwithstanding
the argumeat in paragraph 5.45 above, that it was prepared to
coatemplate a breach of the existing Facilities Agreement.
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Strike Pay

5.4g The Group also re-examined the issue of whether strike pay could be

nad.e taxable. As ¡raragraph 1.J above explainsn those who took selective

action tluring the 1981 dispute received strike pay amounting to 85 per cent

of nornal salary and, since this was not taxable, most of them in fact
received more than their normal salary. Hot+ever, this was wholly exceptional

and only possible because of the linited. mrmbers on strike at any one time

and. the fact that sufficient lewy íncome ï¡as available to support this level

of trnSrnents for a lengthy period. Most trades unions pay only a few pounds

per week strike pny and. some no strike trny at all.

5.50 As the law stands ¡ strike pay is not taxable; it is not within the

legal rLefinition of income for tax purposes. It would in principle be

possible to legislate (in a Finance Bill) so as to nake 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, nad.e

out of his post-tax income. Also, and perhaps more inportant, there would.

be intractable practical problems in enforcing Iiability. The law could

require trad.e unions to deduct tar from palments or to report pa¡ments to

the Inland. Revenue, but the arrangements for handling strike pay and its
tlistribution could. well be devolved to local strike conmittees whose

structure night be very info:mal and whose existence and nembership night
be transitory. Faced with a natural unwillingness to co-operater the

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

5..rL Despite thè alifficultiès which have already been id.entifiedr E9

nevertheless recommend that the case for legislation to nake strike trny

taxable should be reviewed.. Auy legisLation wouldr of courser need to
apply generallyi hre can see no case for legislatíon which applied only to
the Civil Service.
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MA}IAGEIì{E1IIT TACTICS FOR ACHIEWNG A SETTLFX*,IENTÎ

5,52 In adctition to the various forms of management action directed agaÍnst

erpioyees or unions discussed above, the Group also considered a range of

rnanagement tactics for achieving a settlement, ie -

I unilateral ìmplementation of a ¡ny offer by nanagement;

ii. dating the ¡ny increase from the end of the dispute rather than

backdating to the no:ma1 pay award date;

iii. offering ¡ray increases to staff on cond.ítion that they refrain
from taking industrial action; and

iv. a oanågement ballot of enployees.

ünilateral i-urplementati,o¡ 9f pay offer

5.53 The unilateral implementation by rnaq¿gement of a pay offe:r has on

occasion been used successfully in the prd.vate sector. Experíence suggests

that the circumstances in which this tactic is tikely to be useful are as

follows -

r_ most enployees are thought likely to accept the offer;

ii. it is generally recognísed that the enployer is fully rèsolved.

not to increase the offer and nay indeed be prevented by

circumstances from tloing so;

iií. industriaL action has not yet broken out or is confined. only to
linited. unoff icial action.

The tactic is r¡nlikely to be useful where extensive industrial action is
already in progress and. where most e.ployees are d.eter"nined to achíeve a

better settlement than nanagement has offered. The tactic is likely to be
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particularly ineffective if ind.ustrial action is selective (as has tended not

to be the case in the private sector when this tactic has been used). In
such circu¡rstances most e.ployees have the best of both worlds; they can

enjoy an inmediate trny increase and still look forwaril to the possibility that
selective action by some of their colleagues (financed. more easily by Ievies

from those receiving the increase) *y eventually secuïe an even higher

increase.

5,54 A variant would be to inplement the py 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 fin¿l settlenent for them and would

d.esist from ind.ustrial action leaving the renaining grades to fight their
battle alone.

5.55 It is unlikely that r¡nilateral i:nplenentation would have prevented or

curtailed the industrial action in 1981. In L982 a pay settlement nay well
have to be implenented unilaterally, if Parliament were to set aside the

arbitration award, but the circr:mstances would then be entirely different
from those discussed. above.

No backdating

5.56 Io p"y negotiations in the United Kingdon it has become common practice,
whether or not there is a d.ispute, to nake a new pay ar¡ard dperative from

the nomal annuaÌ pay date rather than the actual date of settlement. This

renoves some of the pressure for bringing a d.ispute to an end. In the USA

on the other hand pay contracts speeÍfy new settlement cl.ate and it is under-

stood by both parties that, if agreement on a new contract is not reached

by then, there is no backd.ating. The introduction of similar understandings

for the Civil Service night be worth considering when discussions take place

with the unions on the new arrangements for detennining Civil Senripe lmy

following the Megráw Inquiry.
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5.57 In present circr¡nstances however the tactie of refusing backd.ating

may be li-nited in effectíveness. The main problem is that ifr when the

norrnal pay d.ate has passed ar¡d a dispute is already in progressr nanagement

then withdraws from backdating an offer which the unions are already

unwilling'to accept, this widens rather than narrows the area of disagreementt

and. could thue tend. to prolong the dispute. The tactic t+ould. probably not

bring pressure on those already on stríke since they would not be receiving
pay for the period in any c&sê¡ The crucial consid.eration would be the

effect on those not taking industrial action. To some extent it night
encourage them to press the unions harder to stop the industrial action;
but it could welL be destruotive of the morale of those who hail. hitherto
worked. Ioyally.

5.58 Our conclusion is, therefore, that this tactic should be kept in nind.

as a possible option, bearing in mind the advantages and rl.isadvantages, but

that the more fruitful line to pursue would be to consider a cbange in
the und.erstandings about the operative dates of new pay awards in the

discussions with the unions following the Megaw Inquiry.

-Bay lilcreaEes cond.itional on not takíng industrial actÍon

5.5g In L981 the Law Officers drew up a scheme for naking pay increases

conditional on not taking industrial action. It was thought that an

initiative of this kind might bring to an end industrial action whùch could

othenyise be long drawn out. It was accepted that it was not possible t

r¡nless d.iseiplinary proced.ures were applied., for nanagement to decide

u¡ilaterally to withhold ¡ny increases from those who had. taken industrial
action. It was therefore envisaged that individr¡al staff night be offered
a nonthly (or weekly) pay increase on condition that they had not taken part
in industrial action during the preceding nonth (or week); ít vould be

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

5.60 The usefulness of such a tactic depends, as always, on the circun-
stances, which ïre caÐ¡ot pred.ict in advance. Its aims are, first, to give

loyal staff the increase the Governnent is villing to pay without further
delay and, eecond, to add to the costs of taking ind.ustrial action. It
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would be unwise to attempt such an inÍtiative so long as the majority of

the staff were thought to be supporting the union (and therefore the

chances of success slight), although its irnFlementation would. mean that

staff would. not receive the ¡ny increase for any month during r+hich they

ha¿ taken part in industrial aetion, rshích would thereby force them to

consider the nratter in terms of their owlL t'inancial position. The

circr:mstances in which it might be an appropriate tactic are much the

sane as those in which the unilateral implementation of a pay settlement

night prove effeetive.

ldanagement ballots

5.6L ExperÍence in the private sector suggests that a ballot of employees

by nanagement nay sometimes help to prevent or resolve a d.ispute. This

could arise in the following circumstances J

l_ where there was good reason tô think that union views d.id not

reflect the views of most of their memberg, and of non-union

employees; and

ii. where there was a reasonable,chance that the outcome of the ballot
. wi¡uld. be favourable to nrìn¿gement, and. would prevent or resolve

the disBute.

The ballot would ¡" simply ao-out acceptance of managementrs pay offer but

the question could. also ielate to other issues - for example willingness to
embark on or continue industrial action.

5.62 Before embarking on a nanagement ballot, the Government would need to
assess the risks carefully¡ the nain risks are either tb¿t the vote would.

be unfavourable or that, possibly as a resutt of union pressure, the response

rate would. be lorr¡. An r¡nsuccessful ballot would und.oubtedly weaken the

Governmentts position cousiderably and strengthen that of the unions. The

mere setting in motion of the ballot could, in certain circunstancesr tend to
rally the employees behínd. their unions as a reaction against the apparent
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attenpt to undelsine the unions. The balance of ad.vantage would need to be

carefully assessed. at the time. An important consideration (see below)

rnight be the ti-ne taken by the ballot; a long tirne-lag would nake it
difficult to predict the result and might prolong rather than shorten the

d ispute.

5.65 A review of the 1981 rLispute suggests that there was no time when a

nanagement ballot wou1d. have been belpful. 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 trny negotiations. This option should however be kept

in mintl for future years and the practical inplications haue therefore been

examined..

5,64 The cost of a management ballot would fall on the Government as employer.

(Una.er ¿¡g Flmployment Act 1$80, public funds nay be provided to unions for
carrying out ballots for certain purposes but not for ballots to be carried

out by nanagement. ) The Government would have to tlecide whether to carry out

the ballot itself , whích would. involve drawing up in ad.r¡ance detailed plans

and earnarking staff for the purpose. The alternative would be to call on a

third partlr such as the Electoral Reforn Society (¡nS). The advantages of
using the ERS or some other third. party would be that the ballot r+ould. be

nore likely to be accepted as fair and. authoritative and. that the Government

would. be saved the trouble of posting the ballot papers and cor¡nting them.

0n the other hand. the Governnent r+ould surrender some control over the

arrangements (for example the ffi,S would probably insist on its right to
approve the question) and it night seem odd for the Governnent to turn such

a task over to a small independent organisation, thus conced.ing apparently

that its own cond.uct of the ballot nighd, not coqnand confidencêo A Government

ballot night also be quicker; the ffi,S has estinated that a rnanagement ballot
of non-industrial civil sel:\¡ants might take six weekp and cost Ê3001000.

5.65 A pre-requisite for a management ballot, whether carried out by the

Government or by a third partfr is up-to-date and readily accessible.

info:mation about the hone ad.dresses of all staff. We have consid.ered 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 prrposes only except in a

few very exceptional cases which have been tíghtly ttefined.) and. some practical
limitations (up to 25 per cent of the home ad.dresses nay not be up to ttate

because they nay not have been recently contacted on National Insurance

natters; therenayalso be difficulties in an industrial dispute in securing

the co-operation of the relevant National Insurance staff). It seems therefore
th¿t a management ballot would have to rely on Departnentst own records of
the home ad.d.resses of their staff. The extent to which this infornation
is available in a for:n which could be readily used for purposes of a ballot
requires detailed investigation.

y66 I{e therefore recomend that the Treasury should undertake a study,

r+ith the help of Departments, to establish the cost and feasibility of
conducting nanôgement ballots in the non-industrial Civil Service; in the

light of this study.Ministers would then need. to consider whether plans should

be nad.e to carry out such ballots on a contingency basis and if so whether

the Governnent would und.ertake the task itself or call on a third. trnrty.

NESTtsATI.IIS ON TEE TAEEDOM TO TA.KE INDUSTBTAL ACTION

5.67 The analysis in the earlier paragraphs of this ¡nrt of the report
has demoastrated that there are some legal constraints on the Goverr:mentfs

freedom to counter industrial action by its enployees. The Group therefore
consid.ered. a more fundamental approach under yhich there night be some general

restriction on the freedom of civil sewants to take industrial action.
Three possible routes were considered -

1 by legislation (following the mod.el of some other cor¡ntries where

civil servants are forbidden to strike by law) i

ii. by collective agreement, ie a rrno-striketr or frno industrial actionfl
agreement;

iii. by entering into new contraetr:al ¿1'y¿ngêmênts with individ.r:al civil
servants.
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rfNo-strikeI legislation

5.68 In certain cor¡ntries (for example the USA and. Australia) civil senrants

are prohibited by law from going on strike. In the USA in lnrticular all
national government employees have been prohibíted from striking since L946.

Most Federal Government employees who strike can be dismissedr since this is
a breach of the Oath of Allegiance which forms part of their contract of

emplo¡rment; and those who organise a strike can face a prison sentence if
the Goverirment seeks an injunction against the strike. This was und.erlined.

recenily 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 und.er United Kingd.on

law (see p¿rragraph J.28 above). Moreover the particular tactic adopted by

the US Government under which the Controllers were given time to return to
work or be dismÍssed, r+ill also become avaiiable to United Kingdon smployers

when the Flnployment BilI is enacted later this year (see trnragraph 5.J0 above).

As the analysis of the dismissal sanction in ¡raragraphs 5.28-J.J0 abøsre shotr,s,

the inhibitions about disnissing strikens are more practical th¿n lega1.. The

Governnent v¡ou1d be ill-advised to dismiss large numbers of striking civíl
se¡:rrants unless it was confident that the threat would. work ór that they

could do without the civil servants concerned.. In the recent United. States

case it has been necessarîr to recnrit and train thousand.s of new Air Traffic
Controllers at considerable cost, although the United States Governnent nay well
judge that the benefits more than offset this cost.

5.69 LeavÍng aside these points about the disnissal sanction, the Group

also id.entified. some najor d.ifficulties. The first problem is that in
countries where the right to strike is prohibited by taw it has been thought

r:¡avoidable to balance this with some assrlued system of pay cleter"nination

involving eg indexed pay, arbitration, or statutory coqparability. The

Governmentrs evidence to the Megaw Inquiry has pointed in the tlirection of
moving away from a system of pay deterrnin¿tion 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 reeent

years. Finally it should be noted. that in the US Federal Civil Serr¡ice there

has been increasing use of the tactic of frsick outrt, a form of industrial
action u¡d.er vhich everTone simultaneously- reporis sick, riisrupting the work

without openlv derving t"ffi;fu-#-ro*rD*{c'
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,.70 The Group the fore concluded that this approach is unlikely to be

worth pursuing. The only circunstances in whieh it níght deserve further

consid.eration would be if, following the Megaw Inquiry, the Govern¡rent were

to contemplate introducing for the Civil Serwice some assured. method of

determining pay which was not available to employees generally, and which

might justify some regtriction on the right to take industríal action.

ItNo strikerr agreenent

5.7t An alternative approach would be for the Government to enter into an

agreement with the Civil Service unions which províd.ed. for no strikes or

restricted. in various ì{ays",the scope for industrial action. There are

however several major difficulties si$ilar to those applying i;n the case of
trno-strikeft legislation. First there would have to be an inducenent in the

forrn of assured. long tem pay arrangements and the price would probably be

too high. Second.ly, the agreement night break down on just those occasions

when there Ìr'as a real prospect of industrial action. Finally, there would

be a continuing difficutty about preventing forms of non-co-operation which

fell short of industrial action as alÞ'fined in the agreement.

5.?2 A variant would. be to introduce a rtno-strikett 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 clisrupted by industrial action outside the sensitive

area in general support ser:vices and naintenance. fhe unions might in any

case be unwilling to reach an agreement which deprived. them selectively of

their more effective weapons. l{hile staff in self-contained nanagement areas

night be more willing than their uníons to nake such agreements, it would be

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

5,73 The Grouprs conclusions were , therefore, the same as those relating to
trno-strikett legislatíon, ie that a tfno-strikerr agreement would be worth

considering only if, contrary to current thinking, the Government h'as to

contemplate, followi4g the Megaw Inquiry, some particularly advantageous

and. assured method of determining Civil Serwice pay, in return for which the

unions night be expected to accept, without further inducementr 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 linit
the scope for industrial action by civit servants not by legislation
or by collective agreement but by entering into ner* contractr:¿l

oblígations with individ.uals. It night, for example, be nade a specific

cond.ition of service that no pay was due when no work was available, or that

failure to work norrnally as directed. might lead to suspension without pay

for as long as the Department chose. An offer of a new contract to aII
existing civil servants simultaneously would in effect be much the same as

entering into a new eollective agreement, and sÍ-nilar- considerations would

arise. there would need to be a deal with the union for which some price would

have to be paicl. The option h'as therefore consid.ered of offering new contracts

to nen entrants to the Civil Service or,to existing staff on promotion or

when a salary increase wag a¡¡ard.ed.

5.75 fhere are however some najor 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 ¿rise over a collective agreement.

Action confined. to new entrants and promotees would hor¿ever take effect
only over a veïy long period. During this period nanagement vould have a

very difficult task of rtealing with staff who had narkedly different
conditions of service. Moreover, although it night be strictly within the

law to withhold. promotion unless the prombtee entered into a new contract,

the Attorney General has advised that this would attract justifiable criticism
on the ground.s that those concerned had no real altern¿tive to accept the

restrictions in return for benefits which ought to have been theirs anJn/ay.

The Group ore concluded that it would not be feasible to attenpt to
make najor changes affecting the scope for civíl sen¡ants to take industrial
action by dealing with individr:al contracts.

.f

5.76 there remains a more limited question of whether it would. be d.esirable

to clarify the obligations of nan¿gers in relation to industrial actÍon.

This would have the ad.tLed advantages, if it could be carried through succêss-

fully, of bearing on the particular difficulties whích arise when nanagers

support ind.ustrial 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 thatt. while industrial action

is always a fund.amental breach of conditions of service, it is particularly

inconsistent with the duties of higher levels of responsibility, say at the

level of Senior kecutive 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 nany difficulties to be

considered further about this possible approach, and it would. always be

a difficult natter of judgement in what circunstances it might best be

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

Nevertheless we reconmend that this is an approach worth further d'etailed'

study.

SUMI"ÍARY 0F CONCLUSI0NS AND RECOMMENDATIONS

j.7? The conclusions and. recomendations in this part of the report nay be

sumnarised as follows -

do Temoora:rw rel ief from dutv (mo) reneins, as in 1981, an Ímportant

sanctionwherestaff refuse to work nomally or as directed. The

procedures have been modified and, when applied in certain circunstances,

simpltfied, in the light of experience in 1981. In order to overcome

the operational difficr¡lties where local managers are themselves with-

hold,ing co-operation, Departments, trnrticularly those with numerous

local offices" should consider carefully horv the TRD procedures might be

most effectively administered. in the future and the outcome of these

reviews shoutrd. be reported to the standing group of officials dÍseussed

in Part 4 of this report.

b.TheoptionofI9@shou1dbeconsideredon1yin-1inúted
eiròr¡metances whèie the"practical problenà coul,d be over.cone and,.thg, ^

use of IßD could. not be justifietl.

co The use of should not be considered as a

meanßr of seeking to end widespread índustrial action, although these

proced.ures nay, as in the past, be appropriately used to cleal with

some individr¡a1 casêso
5A
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d. The ilraft }egislation already pr'epared to permit lav-off without

pgg should be retained as a contingency measure and its provisions

review,edfrom.tineto time in the light of experiencer with a view to

its speedy introduction, if necessary.

e¡ Until the new Flnplo¡'ment Bill has been enacted., sr:¡mar:v' dismissal

is unlikely to be a useful sanction to deal with widespread and. concerted

industrial action; although the new Bill will provide add.itional

flexibility, some practical constraints will remain and the risks would

have to be assessed carefully at the time.

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

where staff were genuinely willing to,work no:mally and their work was

not affected by the ind.ustrial action of others, would. be a major step

going far beyond the contingency legislation on lay-off at (¿) above.

If however Ministers were to conclude in a future dispute that the

circunstances justified such a radical step, the necessary legíslatíon
could be pre¡rared quickly.

gt Atthoggh ind.ustrial action is taken into account to some extent in
judgiag fitness for pronotio4, ít would be d.isadvantageous to menagement

to nake it a general rule that this factor should be explicitfy and

systenatically considered as a criterion for pronotion.

h. In those Departnents where it would be appropriate it should be

made clear to staff either inrmediately before or early on in the course

of a period of industrial action in the future that the need to deal

wÍth backlogs of work once normal uorking h-as resuned would. be given

prioritybynanagementind.ecid.i4gr*hen@nightbetaken.

t_ Union facilities (other than check-off) are already withhelcl on

particular occasions to avoid their being used in ind.ustrial action
and it would. be disadvantageous to go beyond this.
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j. The Governmeüt should clarifY
Facilitieg Agreenent that ít would

in the event of industrial action,
on implenentation should be put in

.\\D PSASON.{J,

in the discussions about the new

be free to discontinue check-off
and the necessary pre¡nratory work

hand on a contingency basis.

k. The possibility of rnaking strike pay taxable should be considered

in d.etail by the Inland Revenue.

1. The u¡rilateral i+plementation of a pay offer is unlikely to Prove an'

effective tactic, except in special circr:nstanees.

¡1. Consiùeration should. be given in the d.iscussions following the Megaw

Report to the possibility of introducing an explicit provision in the

new Civil Serwice pay arrangements that pay settleng+ts will not be

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

n. The tactic of naking oaw offers conditional on nof. takinc industrial
action is worth considering only in certain limited circr:mstances.

o. The option of a n¿nagement ballot should be ke'¡rt in mind in future

d.isputes for use in certain círcunstancee but there are some practícal
problems. The Treasury should. undertake a study in consultation with
other De¡rartments concerned to establish the cost and feasibility of

conducting mqnagement ballots in the non-industrial Civil Service; in
the light of this study Mínisters 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 thírrt party.

Þo The approach of ttno-striketr leqislation ôr agreements is not worth

pursuing r¡nless, eontrary to current thinking, the Government r+ere to

contemplate following the Megaw fnäuiry some partieularly
advantageous and assured nethod for deteruining Civil Senrice pay in
return for which the unions night be expected to accept without further
inducement some restriction on their rights to take industrial action.
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{. It would. not be feasible to nake najor changes affectir¡g the scope

for civil ser:vants to take industrial action by dealing with i4{ig&gg]
contracts. tr\rrther study should however be given to the possibitity
of clarifying the obliEations of uanagers in relation to industrial
action.
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PART 6: DtrASTMEI{'IAL C0NIINGB{CY PLA}TNÏNG

6.I Effective departnental continEency plans are elearly Ímportant, not only

to cope with the effects and li¡uit the costs of inclustrial action but also as

a deterrent, by show'ing it to be ineffective. However, it is r:nlikely to
prove possÍble to itlentify in advance precisely how industrial action rnrill

clevelop in the future or even to tLevise attequate solutíons to all of those

problems that can be foreseen.

6.2 Contingency plonning is clearly a matter for iudividual Depart'ments and

the Group has not, therefore, considered this aspect in tletail. Departments

are currently rewiewÍng theÍr contÍngency plans in the light of the 1981

dispute. TheÍr main coverage has been reported to the Treasury (wia the MPO).

63 B¡emFles of the adjustnnents to plans being mad.e by Depart'ments are as

folIows. Th" Ig!3g¡!-@ haÍ¡e been rewiewÍng and strea'nlining their
ba¡dcing arrangements, to make them less vulnerable to intlustrÍa1 action; and'

are setting up a ttcomand centrett equipped ï,:ith facsiuile transuission mach:lnes

and ùirect lines to sen:Íor regíonal staff (tnis r.rilI enable adrice to be given

rapidly to managenent in the fÍeItlr æd r.triLl also prowide seníor manag€m€lrt

and l"tilristers rrrith up-to-date info¡mation about clevelopments). DESS are

consid.eríng introtlucing frrther regulations to enable then to recover elnergency

payments nade in lieu of supplementary benefÍt. they are also preparing

possible procedures for the payment of emergency benefit pa¡ments by other

bodies, partícularly local authoritíes. These, antl other siudlar arrangenents

are gearert partÍcularly to the possibÍlity of local offices beíng closed. to

the public for more than just a d.ay or two.

6.4 The most important plans are to be examÍned rigorously in bilateral
ùiscussions betr,¡een central Departments and inùivirtr¡al Departments. Partícu1ar

attention lriII be paid to the follor,i'ing aspects -

The erbent to which problems which arose in L981 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. Hor^'far they depend on the voluntary eo-operation of staff or

of other organisations ;

iv. How far they overcome the particularly important problem of

ensuring that nail continues to be delivered to Departments (oo

the assumption that, as in 1981, all Post Qffice staff and some

Government messengers would refuse to cross pieket lines); and

vo Whether sufficient account has been taken of the ways in which

trade union tactics night alter in future industrial action including

in particular, the possibility that other public or prívate sector

unions might co-operate with the Civil Service r¡nions.

6.5 Attention will be paid in these discussions to the problems L¡hich

can arise in specialised areas, such as computer operations, which can be

particularly difficult to overcome and where problems may differ markedly

betr+een Departments. Central Departments will also be seeking to ensure

that rtepartmental contingency pla"ns have been fo:mulated on a consistent

basis and are coupatible with each other. The opportunity will also be

taken in these discussions to disseminate inforrnation about any novel or

particularly effective approaches rshich indívidual Departments may have

developed to problems which are likely to be colnmon to a nr:mber of

Departments.

6.6 I{e think it is important that departmental Ministers should be ar+are

of tbe contingency planning being undertalen by their D.epartment. l{e

therefore reconnnend. that at least tåe main points in the contingency plans

of each Department should be submitted. to a departmental Minister and that
their attention should be drar¡'n to the linitations of the plans and to the

assrmptions on which they are based. l{e also reconrmend. 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 Departmentsr whích will probably be by about

the end of February. Ihis night most appropríately be considered first
by the standing group of officials refemed to in Part 4 of this report.
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PÄRT 7: SIIMI"ÍARY 0F CONCLUSI0NS .AND REC0MMENDATI0NS

7.t The Reportrs conclusions and recorrmend.ations. are surmarised. in the

following paragraphs.

0rigiqF, 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 mitldle and. higher grad.esr the

d.ispute was less about the level of pay iincrease in 1981 than about

the suspension and ternrinatÍon of the Civil Serry"ioe Pay Agreements

antl the fact that the Governnent did not feel able to offer any specific
assurânces about Civil Service pa}r arrangements in the longer tenn.

b. Although the industrial action lasted for 22 weeks, the financial
cost of the tlispute to the rrnions and their members was mod.est

(eZlr niffion); this is beeaus.e, after the national one-day strÍke on

9 March Lg}L, the nr¡mbers on strike (or terrporarily relieved from duty

because they were not working normally or as d.irected) rarely exceed.ed.

51000, less than 1 per cent of the non-industrial Cirril Serrrice"

c¡ lfhile the Goverument largel¡r achieved. it3 pay objectives, which

were iuportant both for public expenditure and. because of the wid.er

repercussions on the pay round., the financial cost of the rlispute to
the Government was consid.erable (notably an ad.ditional interest cost

of â0.5 bitlion through cl.elayed tax revenue), and. there v¡ere many

other penalties, both môcro-€conomic (eg the ttistortíon of the
monetary aggregates) and nanagerial ("g the defe:ment of taxation of
unerployrnent benefit and. the d.elay in computerigation of Schedule D

tax).
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d. the cost to the Government would. have been much greater (eg an

interest cost of â1 billion rather than â0.5 billion) tut for the

co-operation of a small mrmber of key staff at nicld.le 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 Patt 2 of the report analyses the nature of the problem and makes the

foltowing main points -

dc If the Goverrment is to prevent and d.eter industrial action in the

future, afi.d if such action occurs, to counter it satisfactorily, it
mrrst¡ like other employersr pursue two goals: one is to secure and'

retain the toyalty of at least a substantial najority of the staff;
the other is to be, and. be seen to ber sufficiently resolute and.

resourceful to withstantt industrial action sucessfully.

b. The Government, unlike other etployers, has to take into accorrnt

not only its responsibilities and. objectives as an employer but also

its responsibílitj' for the management of the econorny as a whole. This

can make it more difficult for staff and.management in the Cirril Ser:nice

to see themselves as having the same sort of comtrnity of interest
as can sometimes árise in the private sector in ensuring that a

business remains viable.

cr If and. r.*hen a ctÍspute occurs, the Governnent may have to weigh

conflicting considerations: the possibility of bringing the tlispute

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 tl.isruption of services; antt the short-tem objective
of bringing a particular d.ispute to a successful conclusion against

the longer-tem objective of improving industrial relations and

thereby iuproving efficiency.
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d. For L982 the r:¡rions themselves as yet have no particular plan and

nay holtt their hand. nith the Megaw Report due in the sumrer. ff there

is industrial action, the most likely forn is further selective

strike action, although the r:nionst tactics may not be the same as in
1981.

TmFroving the climate of opinion

7.4 In order to i.mprove the clinate of opinion before and during pay

negotiations and. iluring a dispute it is reconrmend.ed. in Part 3 of the Report

that -

à¡ Although the Government shoulrl continue to ensure the support of

public opinion in future d.isputes in the Givil Servicer strengthening

the morale and loyalty of staff, particularly at midclle management

levels, is important both in avoid.ing clisputes and, if disputes do

occur, in ensuring a successful outcome.

b. 0n the main issues affecting morale over the next year or two

(eg the 1$82 pay negotiations, future pay arrangements post-Megaw,

penÈô.ons, manpower, and. new technology) tne irpression should. be

avoid.ed that the Civil Service is being singled out for especially
rigorous treatmentr æd the Government should seek to create eonfidence

that lt intends to deal faiily wíth its own employees.

co Action shoulcl be taken, where possible, to improve morale in the

longer iem by tlealing with matters uncorrnectetL with the main pay issues.

do If a rtispute occurs: it is essential to have a reasoned messaget

supported by argunents and evidence, which can be put across persu.asively

to staff.

êo 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 niilctle managers, to put across the reasoning behind.

the Governmentrs position, 
.and 

this process could. also provicle valuable

feed-back about the development of staff opinion.
ì4ANAGB.{ESU- IN-C 0NFïDE iCE

59

SECFET

SECRET AND PEA,SOI{AI





.AND PERSONÄT

}t{\i]\GÞf E}TT- NÍ- C O}íFIDBÍC E

Orpanisation during a disPute

7.5 On organisation during a clispute it is recornmend.ed in Part t* of the

Report that -

a. A standing group shoulrt be set up, with the composition described in
paragtaph 4.5¡ to meet not less than once a week. with a Treasury

Minister as Chairrnan but with a senior Treasury official as Deputy

Chaiman und.er whom the Group would meet except when there was

business of particular importance.

b. The terms of reference of the group shoulct be set out in pr*ragraph 1r.6.

c¡ The group shoulil 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 0n the possible responses bynanagement to industrial actionr the

groupts conclusíons and. recomend.ations Ín Part 5 of the Report are as

follows -

âo Temoorar¡r re lief from dutv (mn) renains, as in L98L, an important

sanction where staff refuse to work norually or as directed.. The

procedures have been modified. and, r+hen applied. in certain circunstances

sinplifietl.n in the light of experience in 1981. In ord.er to overcome

the operational tl.ifficulties where local nanagers are themselves with-

holtting co-operation, Departments, particularly those with numerous

local offices, shoultl consider carefully how the TRD procedures night

be most effeetively adninistered in the future anct the outcome of

these reviews should. be reported to the standing group of officials
discussed in Part 4 of this report.

b. The opt ion of reduced par¡ should be considered only in linited
circumstances where the practical problens could be overcome and the

use of TRD coultl not be justified..
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cr The use of disciplinarv 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 cleal with
some individual câ,sêso

d.. The draft legislation already prepared. to perrnit lay-off without pa¡¡

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

introduction, if necessary.

êo Until the new fuployment Bill has been enacted, -srunnarrr dismissal
is r¡nlikely to be a useful sanction to cleal with widespread and

concerted intlustrial action; although the new Bill will provid.e

additional flexibility, some practical eonstraints will remain and.

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

f. Legislation to pernit suspension without pavr even in circr¡msta¡rces

where staff were genuinely willing to work nomally and theír work

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

step going far beyond the contingency legislation on lay-off at d.

above. ïf however Ministers were to conlud.e ín a future dispute that
the circumstances justified. such a rad.ical step, the necessary legislation
coultl be prepared quickly.

go Although industrial action is taken into acor¡nt to some éxtent in
jutLging fitness for æ49¡!!g, it would. be clisadvantageous to managenent

to nake it a general nrle that this factor should be erplicitty and.

systematically consid.ered. as a criterion for promotion.

h. I-n those Departments where it would. be appropriate it should. be

mad.e clear to staff either irnmed.iately before or early on in the course

of a periotl of industrial action ín the future that the need to cleal

with backlogs of work once normal working has resumed would. be given
priority by managenent in ttecicling when annual leave night be takeno

6t
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lInion f i1 itíes (other than check-off) are already withheld. on

particular occasions to avoid. their being used Ín inclustrial action
antl it would be disadvantageous to go beyond. thiso

j. the Govertrment should clarify in the discussions about the new

Facilities Agreement that it would be free to d.iscontinue check-òff

in the event of industrial actionr and. the necessary preparatory'
work on implementation shoulcl be put in hand. on a contingency basis.

k. The possibility of naking stríke pav taxable shoulil be considered

in detail by the Inland Revenue.

1. The unilateral inplemenlation of a pay offer ís unlikely to prove

an effective tactic, except in special circr¡mstances.

rro Consideration should. be given in the discussions following the

Megaw=.Report to the possibility of introducing an explicit provision
in the new Cívil Servic c pay arrangeme nts that pay settlements will
not be backd.ated. if agreement has not been reached by the tlue settle-
ment d.ate.

no fhe tactic of naking pay offers cond.itional on not takinp industrial
action ís worth consid.ering only in certain linited. circr¡mstances.

O¡ the option of a mansement ballot should be kept in mind in future
d.isputes for use in certain circr¡mstances but there are some practical
problems. The Treasury shoultl und.ertake a study in consultation with
other Departments concer:netl to establish the cost ancl feasibility of
conducting management ballots ín the non-industrial Civil Ser:vice; in
the light of this study Ministers r,¡ould then need. to consider whether

plans shoulrl be mad.e to carry out such ballots on a contingency basis

and if so whether the Government should. und.ertake the task itself or

call on a third. party.

6z
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po lhe approach of tt is not worth
pursuing unless, contrary to current thinking, the Government were to
contemplater followíng the Megaw Inquiry, some particularly advantageous

and. assured method. for deteming Civil Service pay in return for which
the unions might be expected to accept without further ind,ucement some

restriction on their rights to take industrial actiono

Q. Ït woulil not be feasible to make major changes affecting the scõpe

for civil servants to take industrial action by dealing with ind.ivirlual
contracts. F\rther study shoultl however be given to the possibility
of clarifying the obliaations of manasers in relation to industrial
action"

Departmental continEency nla¡rni¡q
7.7' 0n gontingency planning it is reconmerid.ed. in Part 6 of the Report that -

ô¡ The naín points in the contingency plans of each Department should
be sub¡ritted. to a Departmental Mínister and. his attention should. be

drawn to the limitations of the plans and to the assumptions on which
they are based..

bo Once the bilateral d.iscussions on the plans between eentral and.

indiviclual tlepartments have been corry'leted an assessment of the overall
position should. be eonsidered by the stand.ing group of officials proposed.

in Part 4 of the Report, and. shoultt then be submitted to the Chancellor
of the Exchequer.
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The Official Group on Lessons from the Civil Serwice Dispute (UISC 6f)

consisted of representatives of the following Departments r¡¡der

Cabinet 0ffice chairmanshiP -

No 10 Policy Unit
HM Treasury

Management and Personnel 0ffice
Lord Chancellor rs Department

Ministry of Defence

Departments of the Environment and Transport

Scottish Office
Department of Health and Socia1 Security

Departnent of Em¡rloyment

Attorney General f s Department

Lord Advocate rs Department

Treasury Solicitor rs Department

Board of fntand Revenue

Hì"Í Customs and Excise
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\i0¡i;DqDUSIts,L¡,t CnTt ffi1IICE P-{Y DISFÛIE 1981r }frt$f EVÐiTS

1980

1 Åugust Lord. Freside¡rt told CCS (Cor:ncil of Civil Se¡sice Uaions) ihaii casb
Jimi !s wouJ.d be nai¡ basis of noa-i¡.dustrial pay settlement due oa
1 Äpril 1981, asd that Gove:rmest r¡a¡ted to see louger te:nr changes
iu the pay research s"vstem.

27 October Lord President iñrsngfl CCSU. of suspeosion of Cir-il Sersice Pay Ag¡eesents
for 1981 ar¡d thêt preparatioa of the pay research reports wor¡ld be halied.

7 Noveober

24 Novembe¡- Protest reetings organised by llnioas at 22 ce¡rtres tårougbout the couatrTt
1 Deceuber atteaded brf ,01000 non-isdustri¿I Cil,-il Se:rants.

1981

End .Ia¡n¿rlf Special coafere¡ces of CPSA and SPCS at which iadustrial actioa faili¡g
satisfactory pay uegotiations strongly eodorsed.

CCSA snhÍtted, joint clai¡ for iacrease of 15 per cerrt from 1 April 1981
subject is ninlrrnrrn i¡c¡ease of â10 per week.

tord, President offered a general, i¡ctease of 6 per cest.

J FebruarT

9 Febnr¿ry

2J Febru.ary tord P¡esideat i¡creaeed Goverrmestrs offer to J per cert thtougb, savilgs
to be acbieved j¡ ñnrìForrer and othe¡ ¿¡finirrisd,¡ative expeuditurei he
also told the llnions tJr¿t tåe Goverrusrt had decided that a thorough reriew
of tù,e pay dnrangemests vae needed nyitb tJre objective of establisluiag
aE soon as practicable a¡ ordered a¡d agreed systeu which took accou¡rt of
all releva¡rt faetors ând which vonld co@atd tbe nidest possible
acceptatceñ.

26 Sebnrar? CCSU rejected offer and gave aotice of iadust¡ial action begi¡ning ritb a
one-day st¡ike oa.9 l{¿rcb.

, lfsrch lfi¡ister of Süate¡ CÐ oet lluloas to ùiscuss PmPosed reviev of the pay
systen and poesibilitf of asEu¡ances about the beeis of the 1982
settleue¡t btrt CCSti felt tbat no plrogress h¿d been ¡¿de.

Prime Mi¡iEter a¡nor¡nced that proviEion for pay i¡û the rate stryport grant
cash liuit had been set at 6 per cent, a¡d tbat ia settiag the otber
public serrice cash li¡cits (iaclu¿i"g that for tbe Cilril Se:rrice) pay vould
be dealt ritb broadly *ithin tbe sa¡re financial discipliaes.

One-day stri&e inrolwiag /73rtßO ¡¡on-iDdr¡strial Ciril Setva¡ts.

Eeginning of selectÍve actiou iavolwiag loss of 41i'000 nalr days þ
7 August, 1981 (incfuaiag d.ays lost as a result of IRD actionr but excluding
the õued"y 

"od, 
haH-day strikes a¡d other protest action).

9 Ma¡ch

10 Ma¡eh
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14 April

2J April

21 May

26 lûaV

29 May

5 June

8 June

11 June

29 June

17 July

J1 July
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Ea1f-¿ay strike to coincide with operative date of pay award involrring
loss of 531000 mnn daIS.

Ea1f-day strike to protest at use of naval persoonel to re-equip Polaris
subm¿ri.ne involving loss of TZWOO men days'

Lord President met Unions to offer an assnrance that there would be scope
for negotiations on the 1!82 pay increase and proposing an independent
inquiry into the longer term arra¡genents for Civil Serrice pay. Unions
in reply called for genuine negotiations or arbitration iq 1981; tnore
positivê assurances on the 1!82 negotiations; and í¡ruediate proposals for
rerriewing the Pay Agreements.

Lord President rrrote to CCSû proposing f\uther taLks ori the future pay
system; proposal rejected by CCSU.

CCSU proposed talks without preconditions on either sider tbreatening
a najõr ertension of the iodustrial action from I Jr¡ne r¡n1ess such talks
were held or there were a decision to go to arbitration.

Lord President began talks with CCSti

Fòltowing consultation with lti¡risterial colleagues the lrord President
told Unions that Gover:nment was not prepared to increase the offer of
7 per cent for 1981 and. that no comit¡nent could be offered about
arbitration in Lt82¡.

Linited escalation of industrial action began.

Goverme¡t gave fom¿l notice of Official Siile I s withdranal from tbe
1974 a¡d L977 Cílf/f1 Serc"ice Pay Agteements.

An¡o¡ncenrnt of the independent Inquiry on Civil Sew"ice Pay.

CSD n¿de rewised offer of increase of 7 per cent plus â'J0 per head from
1 Aþríl 1981 together with an assrrrance that there would be negotiations
on the 1982 increase before cash ]irnì {,s vere set and that failÍng
agreement the Govenment vould accept recorxrse to the Ciril Serice
ArbitratÍon Tribrmal on the r¡¡derstanding that the Goverament had the
right to ask the Eouse of Co'-'rons to approve setti.ag aaíde the Tribr¡nal I s
awa¡d. on grorrnd.s of ove¡ríd.ing n¿tional policy.

Bevised offer accepted ty CCSU after consultative meetings rrith menbers
tbrougbout the sountry b> each ¡¿¡ion. (Z5O¡000 attended these meetings and
6/ per eent voted to.settle. In tht ISSF 53 per cent rroted against; the
renaining unions voied in favonr).

J August B€ùrrrû to work began¡ coupleted by 10 August.
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TJE$SONS FROM EHE 1981 CIVII¡ SENVTCE ÐTS}UTE

3he attacheð brief notes for [reasury Ministers the main points for
further attention i¡r the report of the OfficfaL 6roup on this subjeot
(¡A¡SC 65). It does not attenpt to Eunmarise the roport Ítself, wbieh

le alrea{y srrnnarLsed 1n Sir Robert A¡ustno'rgte coveriag subniselon
to the ?ri-ue ffiLnlster and i"n Seation 7 of the report ( i-unectt ateLy beJ-ow

that subÊfssÍon).

2 ft¡e Treasury (Industrial RelatLons l.ine)¡ Inla¡ncl Revenue, &¡etoss
antt Excise and. fbeasury Sol-ici.tor were represented. on the Groullr anel

Eupport its conelgsl.ons ar¿å reoonmend,ations.

ResponsíblLities
3 fhe ohaneellor has three rather differEnt ].inee of reeponslbllity
for the eubjeet matter of this report¡

h i he is responsible for the wid.er eeonopic aspects of any

f dis$rte - eg eff,ects o¡r other pay negotiations or on the ?SBR¡
i'r -
:.

!!

it he is responsible for certaln aspects of the ceatral
&aaagement of the oivlJ. gervice: they iaclude pay (whieb was the
raason for the industrial aotlon and will remain the nost J.ike1y

issue for wid,e-epread aetion) ¡ iactustrial reLatLons (eg the
neeessary d.egree of central ao-or"ili.natioa of eor¡:rtef,-l!êâstLres)i an(l

those other aspects of alvl3. servÍee condftÍons itleatified. as

specially Lnportant for the olinate of oplaion - pay post-Megawt

peneÍons¡ tsãJllpow€r¡ aew technolotr and the expenditure appmval
(though not the pollcy) on worklag eond.itions¡

i.li he is regponsibLe for the direat mafiagement of his own

d.epartmentgr

tiaL Conments

4 $ISC 65 eonsicl.ered. a nr¡mber of papers¡ incluûíng tbe ChancelLorts
minute of 9 lÍovember to tho Pri-ne Minister. îhe brief annexes a eheck-
].ist of reconmead.ations in tbat fxxi.tia]. minute.
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1. ôri.ci¡c- Itn- a.a.d ûtrteone of the ]-q81 te (seetton 1)

Sunmarieed in 7.2
1t¡e three nain poi-ats for lressury Ïfilaisters &tìê3-

a the 4is.paritJr o{ the poEtq j-nfLicted on gpvernment a,nð

unLons - whieh woulcl ha,ve been even worae ¡rithout the loyal
efforts of somE nldelLe r¡anag€rs i

b the i¡nportaaee of retaial.ng the @.
tlhls arises here flretr ln¡t n¡ns through the whole report.
It is onaclal in getting Gonnuå,ieatLons right, appLy'l.ng
eanotions alad, Li-niting d,anage. It is very precerious, both
i¡r the ChaneelLorfs onm d,epartmeata andl generally¡

o the effeet on the Length' aacl bltteraess of tbe
disptrtc of the r¡nilateraL eetting aside of the pay
proeeduresr llhe nature of frrture inctuetrio]. re].ations in the
eLvil serviee wlLl tlepenct on the Megaw rêcor'rÌnenclatioae anel

the Government re handli-ng of them.

2. Analysie of the Problen (section 2)
$unnariEed ia 7.3
&e psLnts about copfliptips pbject,i.ves are partieul"arl.y inportar¡t
f,or Sreasury ![tnfsters, and the oonflf.cte in questioa are rea].
confLlcts whiah oannot be avoided. Ir¡ particuS.ar¡ the aonfLiot
between the Govemmentrs reeponeibflities for íts orm tnrsiness ancl.

lts Trlaler respo¡t.sibi3.lties meaas that ite poLicies may aLienate
Lts staff Ln a way tbat does not arLse for other emproyers.

3or L982r !Yê expeet no wLdespread, offleial LndustrlaL aotion¡ at
least before anJr possÍble ParLiamentary overrid.e of an
arbitration award.. Bt¡t that ig largely because of the arbitration
astguraneer the depletLon of unLoas r fìrnele anô the existenee of
x6egaw. Ind¡rstrial aetion may be nsre easiLy provokerl fa 1983 (when
the oovernment ts respo¡rse to Megaw aay also be an f.ssue ) ; the
f,êvêrxtto¡ and government eash flow more geaeralLy, are borrncl to
rem¿in prine tangets. In the next serious ror¡ad. the r¡nLons msy
also be itrivea to i¡roludle social seeurfty benefite anoag their main
targets.
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on (sectlon 3)
Sr¡nmarisett in ?.4 ancl the Chanaellor has aLready noted its apecial
Lmlprtance. llhe ourrent paÍ r,or¡ndl hae not Lnproveel natters¡
parËieuLarly wbere the offer fs seen as rewardfng the oomputer etaff
who Et¡rck et the expense of thoEe who worked. eo hard to osr¡nter the

strike. |[no crr¡cÍa]. Lessons b.ere añ13

a, to hanclle aLl lEEues with the effeet on nora-le fn nj.ncl.

It te easy to talce dLeeieions oao by one whÍch seem neeeoEary

i.:a iEoLation tn¡t whose or¡r¡,rlatLve effeot ereates verlf serious
Ioag-1s1s Problens;

b to avoíd the Lnpreeeioa of, singLing out civLl serr¡ants

for hostiLe treatnent by their own employereo

$r¡mnarleect in 7r 5
Ðepartnents I i"aternal orga¡risation oan be inportant for euoh natters
as',using IRD to best effect. InLanð Revenne anel Ctrstoms ha,ve

reviewed tbeir arr4agenentgr For the aeeessårJr etegree of, ínter-
dtepartnental oo-ordfaation¡ offiaials reconaencl the group und.er

freasury ehairnanship and tems of referenoe in 4.5 anô 4.6 of the
reportr If this reconmondation is eeoeptect the Treasurly wíII set
up the new bo{y fmneðiate3.y.
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5. ManâÂsment Responsea (Sectioa 5)
Sr¡mnariEeel ia 7.6
l&e Group has a3.reað¡r Eerved tæqfrr1 fl¡netion 1n shårlng working7.6a

ence of .@r and the llreasury wfLl continue to
promote this usefi¡I perienee (hanclllng nai.1 ls another
ar6a where it has also aLread¡r been usefrrL| t r¡nLancl Revenue are
taking eteps to etreagthen their posltion ta dea3.i:ng witb the
operationaL problen of looaL ma¡ragers who themse1ves refllse to apply
IRDr by dtesignating an enLargecl Eanageuent tean i.n RegionaL Offíees
who can be used. to taekle thts problen ln loeaL offiaes as and when

Lt arLses. $evertheJ.ess¡ the trnscibtJ.lty sf a repetLti.on of tbe
problems of lgSL renains wor4Ífurgc If the reeo¡lnenåations are
agcepted¡ the Sreasury wil.l- ínstr¡¡et clepartments aeeortlf.agl.yr

I¡ay-off withot¡t patr is now beLng reconsidered ln the eontext of, the
EnpLoynent Bl]-Lo It would be ag:ontentious ehange to provlðe vrhat

sEcaEr A$Ð ltsBsoIYAI.
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amounts to an inmt¡nity to enpLoyerE to break contraots tn thls Trê[r
Frem the Lj-nitect point of view of eivll service nanra€enent¡ however,
it is preferable for the issue to be d,ebated.. and the imnr¡nityprovidSd if- that is lhe ogtçome, in the.cgntéxt _of- employmçnllgënérd[Iy than as a cliecri.Einatóqr provision applyi-ng-to-eivil

I

7.6J

7.6k

7.6o

servarits I contraots btrt not to others r. So Lntroduce a.

dlscrlninatory power wouLd, clearly have a veqf ôanaging effect on
preef.seLy the loyaL eLepent which wou1d Lnevítab3.y be ineluded. a¡sor¡g

its targeteo

It iE recomnenclecl that the Government EhouLct c3-arffy in the
d.íseussione about tbe new FaeiLi.tíeo Agreement that it would be fþee
to rliseontinue gþggbg€{ ln the eveat of inclustrial actíon.
treasury MLnisterE are still eonsid.ering the whole reclraft of the
Faeflitfes Agreement¡ the Treasury ancl CiviL Serviee Counittee may

critioise the eost of the oLô, L974 Âgreenent¡ and aLthough tbe
redraft meets the obJectives Miniaters lald d.owl¡ after revLewing the
Agreement in Lg79t there may be fl¡rther points to raise, If the
Prime Minieterfs ueetÍng enclorEes this recoãrnenil¿tion lt wiLL be
right to raise eheck-off wÍth the unions Erfokly anô get fnto a
position to temlnate cheek-of,f íf need. be as soon as i,nelustrial
aetion startso It will be for eonsicleration whether there are
other aspeete of the revLsion to be raisect also, but they wouLd. not
reLate to i¡clustriaL aotion.

InLanct Revenue have eet in hand a new consideratÍon of the
possiblLity of naking etrike pay ta¡cab1e. Brrt it has not proved
feasible to do so i:r the past (ancl thts has not been a 3.arge factor
in other strikes) so it wouLd be wrong to set great store by thisr

llhe taotie of e @ ls alwa¡rs clouble-ed,gede It wtL1
not arise in L982r a¡rð eoulcl not ba,ve helped in 1981. For the
longer-tetlnr our exploration of the praetlcalities wlth ctepartnents
anil with the Electoral Refonm Soaiety has cast eloubts on whether it
soulcl be seasible to uee the ËRS (thoueh the altenratfve Ls not
eLear)r and eonfiraedl the i.a¡nrtanee of possessirng hone ad.dregseso
Ëo fi¡rtber work is need,eê on these aspeets (whíeh the freasur¡r wiJ.l
prrt ln ha¡rcl).

lltre report reoorqrnend.s eonsid,eriag the posslbiLity of np;ptfi,Ee
a*ansenepts, after anrt ln the lfght of the Megaw recormend,atLonE.
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SECAEÎ AND IERSO$ÂI¡
rçarqAcEwfir Ir{ coNrrp,EfrcE

Íhis ie because Iro-strike arrar¡genents (whether þ agreeneat or
by l-egislation) wou1d. rafE€ the questÍon of sone countervatJ.ing
a,ssurainse about the cteternl¡¿tion of PaÛrr whioh the Goverlment would
presunabLy aot ltseLf wish to propoee in tbe Megaw context but which
nlgbt conoei\¡abLy be recormend.edr By way of baokgroundr the
Ilnitedt States has a stahrtoq¡r Bysten of Gompa;rabllity; AustraLia
hss a system of lndexatíon anel arbitratioa; Getnany has two layers
of oiviL serrra.nts¡ the Lower Layer wlth eomparability (anct the
rlgbt to strike), ancl the upp6r 3.ayer wlth pay cletermi"nect by
ParJ.iameat f.rx relatíon to the pay of the others. It is aLso worüh
beari-ng in ninð that the phrase frmakfng etrlkes lllegaUf is not
itseLf veqf neani:rgfirl, beoause etrikes in this eountxy are alr,eady
fJ-I.egal as breaches of coatraot¡ though there aæ legal ancl
praatlea.l eonstraLnts about what saaetions can be applietlr So the
question i.E not whether to nake strikes iL1ega1 ln¡t rather¡

e, what crisinaL offence or elvíL wnong Ís to þe createcl
going beyond the breach of aontraet?

b what penalty sr saðction is to baek it up?

c whether any S.egal provi.sion is to be taken to overrid.e the
norual coastraints ( l1ke appeal- to ttre eourts on the
Legal.íty and fairnees of par"tieuLa;r cases) so a.s to nake the
penalty or sa.nction easier to apply?

llhe reporü prrposes ftrther study of the ídea of elarifyíng the
oblieatione of manasers i¡r relation to induetríaL action. lhe idea
wouLd. be to make it eLear in wnlting to rrníone anil etaff that¡ while
inelustriaL aottsn is alwa¡rs a ff¡nðamental breach of eonditLons of
servLcer it 1s particuLarLy inconsistent with the duties of htgber
l.evels of responeibiLLty and would therefore be liabl-a to douña-

gfacling or some other penalty. Tbere a.re BaJrJr clifficulties - both
].ega]. a¡rd practtcal - about thÍe approaahr þut it is worth fr¡rther
eonsíd,eration beeauee ft is cllrectly ad.clressed to the qnestion of
the LoyaLty of managers whieh is enreial- to so many aspects of this
whoLe probLenr If thLe reoommenclatlon is approvedr the [?easurl¡ wi].L
organise the neaessarJr stud.y.
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Conti¡rsenoy P}€ìnai¡rc (Secti.on 6)

Sunnarised in 7.7
Departneats eoatÍ,nge¡rey planø general]-y workecl lreIL. A.1L ctepartnents
have rêvieweð themr anrl various i.Bprovenents are j-n ha¡rcl. Ib.e rcr¡nct
of bilateraL cllscussionÊ betTreen lfreasury anct rlepartnents is weil.
aclvanaeû. One of lts obJeetivee is to provlile the Chs¡roellor wíth
overaLJ. aseessment of, the strstegie lnplLoations of the nature and
línitatlons of the eonti:rgeaey pLans a,Ér a, wholer

Revenue anil Customs wí]-1 also ¡nrt eeparate su¡eLesfsns to freasur¡r
Miaisters on th,eir pl-ano.
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0a the nafuß points ia tbe Chanoel-].orrs nlaute of 9 l{ovenber to the
PrLne ÏÊinister -

t rqP
IRD has been thoroughLy reviewed.. It worked. reasonably weLl

exeept (as tn InLand Revenue) where l.ocaL mana€erE withheld
eo..operation. llhe report reeo¡nmeacls that clepartnents with
aumeroüs LooaL offl.aes ehoulð oonsider how the fRÐ pæoechrree

nÍght þe acl.u:inistErod. in tbe ftrtr¡re.

j.i Sr¡spension without pa.y

MISC 65 eoneltrcled the.t Legíelation of this klad wou].d not be

praetiaabLe i¡a advanee of a naJor f.aetustrlal dtj.spt¡te with
effeots going weLl. beyontt those feLt tå L981r br¡t that the
nêeessary legÍ.olation (ín the forn of amenclneats to the
eontingency l"egislation f,or ]-ay-off? aoulcl be prepareü q*lckLy.

iii Other weapons

lh,e Chancel,lorrs mÍnute macÌe reeormonûatlons about oheck-off¡
anô Lay-off legisla,tion. The report reeonmenðs thet the
question of chesk-off shoultt be raieed wlth the t¡nionsr It
reeoramend.s that the ôraft Ley-off legisLation should be

retained as a contÍngeney measr¡re a wicler 3.ay-off porver is
now being reeonsld.ered. in the oontext of the fuployruent Bi1.L).

iv CooldÍnatig+_and copperatipa
Íbe ChanceLlorrs point thåt ðepartnents in the flont line
should. be given the support ancl eooperation of aLL Farts of
goverä¡aent is plcked up ful para€raph 4.1.

t' Conm¡¡rioations and. puþlieitv
&roughLy reviewecl Ín 3'6-3.9
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I,ESSONS FROM TIM CIVTL SERVICE DTSPUTE

1. The brief is a fair enough summary of tters 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, shoulcl one occur¡ There is still, in
Sir Robert Armstrong I s covering mj-nute , an. excessive regard.
for the effectiveness of TRD - "a weapon well tried and refined
In fact where it mattered most in the Inland- Revenue ít
was not all that effective in the sense that it neither
seriously restricted the area of industrial action nor d-id it
bring the revenue in. ï agree we need to go on working away

at iroproving it. But we would be f oolish to 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 fa11 far short of ensuring that our position next time
will be significantly better than last tine. So far we have
failed to find. anything which could. remotelybe consiclered a
breakthrough.

7. I suppose it is the inherent inbalance 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 anothe oyees. I think we

nake far too much of the difficulties. I¡Je have at present no

great difficulty in recruiting the great majority of staff we

need a:rd it should. be perfectly feasible either by law or by
contract to hire people only on a no strike basis (what is saidtwÞ-
in the brief that "strikes in this country are already illega1
as breaches of contract" is right neither in law nor in fact
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incidentally some r¡nions do in fact give proper notice of
terminatÍon of agreements or refuse to enter ínto a nerr¡

agreement ).

' Of course what does need to be recognised ís that you

...cannot use a "no strikerr provision to enforce unsatisfactory
'terms of serviee. It Ís only if the terms of service are
,satisfactory so that the jgb is an asset which the striker
rísks losíng that it wiLl work.

AC
24 February 1jB2
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Minister of State (C)

26 February 1982

cc Minister of State (L)
Sir D Wass
Mr Le Cheninant
Mr Gilmore
Mr Pearce
Mr A1lan
Mr M Buckley
Sir L Airey
Mr Gracey
Sir D Lovelock

L

i
LESSONS FOR THE CIVIL SER\,:ICE DISPUTE

I commend the attached brief by Mr Gilmore for the meeti.ng with the
Prime Minister. This covers the ground thoroughly. I also attach
comments by the Minister of State (t).

f would like to emphasise two poÍnts. First, the crucial importance
of retaining the loyalty of middle and senior management. lfe risk
losing this if they see us d"iscriminating against the Civil Service
either in terms of the amount of the pay awards hre make orr no less
important, if we seek legislative authori-ty to impose neur sanctj-ons.

Secondly, I believe that no strike arrangements are mainly an

illusion. Ar.price has to be paid for them. ïlhen 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 tÏrere is a tradition of strike action as a last
resort and maintaining them Ín areas where they are long accepted,

'such as the police. Perhaps there is a limited place in areas where

national security Ís involved but the emphasis must be on the limited
character of such arrarìgements.

o¡sr¡fE

BARNEY HAYHOE

¡
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I'RII\M MINTSÎER

LBSSCINS FROM THE 19A1 CTVTL SEIìYTCE Ð]SPUTE
r welco¡ne the cii-scu*qsion on 2nd March on the ::eport by

official-s and Sj-r Robert .A.rmstr:o::grs cover-'i-ng minute.

fr (t)

!1

2. Defence hes "its o!\¡1Ì special--problems. By .our organisa-i;ion
we år'e very deperntlarit un cJ-vJ-l-l-arLs ('ltcrrCIot inclust::ials ancl
11or0oo non incLu,strials) across the whole cìefenoe spectrum
including key operational areas. such an arrangemcnt has man.y

mei j.ts, notably financial. BuL T am sure we need to take
furbher steps to provic"e bettcr in*s'rance against industrial
acti-on.

3,, Some we can. do our,selves, j-nch:cl-ing th,e r.r.se çrf Serr¡j.r.r:
pei'sonnej- where i;ossi"ble. êr.rt these ar.,e llni't:ed. ll'he paper$
before us nention t¡¡¡o other arcas to which, looked. ai j.n defence
ter".r¡s, I would aitach rflore inportan.ce, notwithstancling the problems
they err+ail, than is given:

â. :Ìirstly v¡e itave sTiar:¡r experi-ence of how the wj-l;hcì-r.arn¡a1

of a few non*indus'brj-als can invalidate a large industrial
force anci the rest of the non*inclustri.als; TTID ís no
solution. The power to lay off a1.1 th.e non-ind,u-ctrial-s
withou-b påy * as v,re can do for indus'br:ial-s *'u,¡or.rl'd pclse th,
s"baff and Unj.ons witi-r a grea-Ll.y heigLrtened clil.enma. l"

accept "Lhe clan¡5ers set out :¡.rì' L)aragrailir / oí Sir Rober"b
Arms'urongrs note bu-b r sirggds"L 'bhe,r:e are ¿¡f.so a<i.vantages.
ï uncerstanci, that the Australian Government 'Look pol.rers of
-bhis scl.¡:.1; h.m-i"ted to Coilrmonrueai-th ernployees in 1gT./;

,I
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b. there is a very strong case for a rrno-strikerr rule j-n

defence. Legi-s'1ation is one possible way. I would certainly
. not want to try to buy it by a,greement as that simply opens

the Department to blackmail. But I should J-ike to see more
' ttiought given, 1n para11el with the ÍnvÍtation to the Megaw

Committee, to a system whereby staff, when offered proneotlcn
to managenent level, had to a.ccept as a condítion of the

.. hLgher rank a rrno-strikerr undertaking. In such circumstances
the penalty could be reversion' rather" thaq dj-smÍssal.

T a,m copyíng this minute to those }.Ij.nisters who are
atterú.ing the meeting tomorrow.

Ministry of Defence

1st March 1982

2
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From: P S JENKINS
I fvla rc h 19 82

ec Minister of State
Sir D ldass
fïr Le Ch emi na nt
lIr Gilmore
Mr Pearce
fvln Allan
fvlr M Buckley
Sir L Ainey
Mr Gracey
Sír D Loveloek

(L)

ITT NISTER OF STATE (C )

LESSONS FOR THE CTVIL SERVTCE DTSPUTE

The ChancelJor had seen your minute of 26 February covering the brief
prepared by Mr Gilmore lor the meeting with tl-¡e Prinre Mirrister tomorro\^/
on the report of the official group (tvlISC 65) and the Minister of
State (L) minute of 24 February. He was most grateful, and found the
brief useful and concise,

r'x
P S JENKINS

t
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From the Prívate Seuetary 2 Mar:ch,

f,:L"tø/ -l^
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þ4w, John

Less.9ns from the 19 81 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 (l\PO), 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).

{ rr* ri"I,'dq

fln'ul,r^*L tL''L' Lt"L

John Kerr, Esq

HM Treasury
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t,A¡tpuAlt- S.W.l
With apologies this
should have been
attached to Michael
Scholar's letter of
2 March

With the Prívate Secretary's

Complíments
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}{ATIAGEMENT IN CO¡IFIDÐ{CE

NorE 0F A MmTING mLD'AT 10 DOWNTNG SIREET 0N I]UESDAY 2 MAnCH 1982 AT 10.504M

TO DISCUSS lAE I,ESSONS FROM TEE 1981 CNTIL SENXIICE DISPTIIE

CoL,'t& 0[0.e
Present

The Prime Minister
Chancellor of the Exchequer

Secretary of State for Defence Wloì¿ Þoc-turte¡b
Secretary of State for Socíal Senrices

Chancellor of the Duchy of La¡caster
Secretary of State for tnplo¡rnent

Attorney General

Minister of State¡ Treasury (Mr Hayhoe)

Mr lbbs

Sir Robert A:mstrong

It{r P L Gregson

The meeting had. before it the report by the 0fficial Group on Lessons from

the Civil Serwiee Dispute (}[ISC 6!) circulated under cover of Sir Bobert

Amstrongrs minute of 11 Febrrrary.

Ihe said that the report contained lessons both

about avoiding industrial confliet in the Civil Service and about preparing

for a.nil dealing with such conflict if a¡ct when it occurred. Under the first
heatling there were some useful strategic insights, notably the need for
Ministers to give adequate attention to their role as employer a¡rd manager

of the Civil Service. Under the second heading there were recormendations

which he supported about organisation du¡ing a dispute and about the review

of departmental contingency planning, and also some detailed conclusions

and. recommendations about mânagement responses to industrial actionr which

he endorsed. In particular there was a need to overcome the operational
tlifficulties where local managers were unwilling to apply the procedures

for Temporary Relief from Outy (fnO). It woulil not be right to introd,uce
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legislation to permit lay-off without pay for the Civil Se¡:r¡ice alone. It was

desirable to consider the'discontinuance of check-off facilities ín the event

of industrial action. There ehould also be further etudy of taxing strike payt

ma.nagement ballots and clarifying the obligations of managers. He agreed that
frno-strikerr agreenents were not worth pursuing, rrith the possible exception of
certain specíalised groups of staff, for example in the Mínístry of Defence.

The following points were made Ín discussion:

âo Although it was undesirable to introduce legisLation about lay-off without

pay for the Cívil Service alone, further consideration shouliL 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 tro consider whether lay-off
without pay shoulrl appty only when staff were without work because of
industrial action taken against their or.rne employer or when they were

without work because of any industrial action. There was also a problen

of timing; it night 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 meríts of the proposal, and.

the precise provisions of the BiIl which had been tlraftetl on a contingency

basis last year . orrght to be re-examined.

b. A major lesson of the report was the key role played by nidclle ma?ragerÊt.

It was not only desirable to redefine obligations and conditions of service;

there hatl to be a major effort to capture the loyalty of staff at all
levels. Tire Treasury and the Management a¡rd. Personnel Office would be

tackling the different aspects of the problem.

c. The report (paras J.J6 and. 5.37 æd recommendation 5.??G)) naa

proposed no change in the practice of not recording on the personal

files of staff whether or not they took inclusti'ial action. It was

however important that this consideration should be bo¡me in nind in

SECRET Al{D PERSOI\IAL

MAI.IAGEMEÌ.IT IN CONTIDU\TCE

2





SECAET Âl.ID PERSOI.IAL

MAIIAGU{B\TT IN. CONFIDE{CE

considering cand.id.ates for promotion¡ at a^rry rate to posts with
managerial responsibilities. 0n the other hand the eettlement of
the 1981 ilispute, like moet settlements of disputes, included a

rrno victimisationtr clause. This issue needed to be looked at further¡
the best course night be to ensure that the personal filee of those

who had. performed particularly well tluring an industrial dispute

should be noted appropriately.

The EÞg-![giS@, suming up the discussion, said that the MISC 6l report
wa6 generally endorsed and in particular the recomend.ations on morale and

conrmunications in part f (which were in part already being implenentett), the

reconmendations on organísation in part 4, the recomendations in part 5 for
further action on the discontinuance of rrcheck-offrf facilitiesr the taxation g
of strike pay, ma¡ragement ballots, and clarifying the obligatÍons of managers¡

antt the recommendations in part 6 about the review of departmental contingency

plans. The Treasury, in consultation with the Management and Personnel Officet
should re-exa¡n:ine the case for inclutling in personal files information about

whether an individual harl taken industrial aetion, or had perfomed

particularly well during an industrial dispute. Ministers would need to look

again at the case for tegislation to permit the lay-off without pay of those

who were without work because of industrial action.

The meeting -

t. Invited. the Chancellor of the Exchequer, in consultatíon with other

Ministers as necessary, to arrange for the implementation of the

proposals in the MISC 65 report, in the light of the Prime Ministerrs
suming up.

2. Invitetl the Secretary of State 1e¡ Ftnp]o¡ment to circulate a paper

revierving 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 1!81.

2 March 1982
5
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PRIVAT']I -SECRETARIES II'Q }4INISTARS

PBIìMANENT SBCRBTAIìIES

DEPUIIY SECRBTARTES

UNDER SECRETARIES

MR P. G. DAVÏBS

Copy to each

SPECIAL ADVISERS

1. Although the arrangements for tire organisqtion of the
Special Advisersr activities are working well-, it may help
the Department bo have a little more detail about theír
respectj-ve responsibilities. The Chancel-tc¡r has approved
this notice and woul-d be grateful if it could be brought
to the attention of all divisional officers.

2. In some cases papers are being copied unnecessa.rily,
in others not sufficiently. On many specifieci issues
suitable arrangemonts have alrearly been worked out ad hoc

e.g. Mr. Cropper has primary ::esponsibiJ-ity for
liaising v¡ith Mr. Macrao and Mr. Unwi.n about the Chancel-lorrs
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
arrangemenis.

3. Broadly speaking the djvision of labour ancÌ inter"ests
amonest the Advisers is as follows.

Mr. Ridle V

Major strategic i.s$ues sf particular concern to 'ohe

Chancellor. l,iaison v¡i.th Conser.¿ati.ve Part;y Centrai tfffice
and Researcir Departnent, cver na'bte:.'s of puÏ;1,:i.cj-ty and

presentation.

)
)
)
)
)
)
)





Mr. C::opper

Tax and related poricies. Liaison wibh pr j-vate 0f f j.ces

and officials on Ministerial tours and speeches. Relatj.ons
with the Vlesbminster and European Parliaments.

Mr. Cardona

Bxpenditure and refated poliìci.ec.

4. The presumptíon should be that at least one Adviser
should receive a copy of arìy submissions to Ministers, anrl
any outside correspondence. In doubtful cases the copies
of submi-ssions should be directed to them on the basis
indicated in the attached tabl-e, which is not íntended to
be exhaustive. rrstaff-in-Confidencerr and similar papers
are obvious exceptions to these provìsions. Where issues
of political- or presentabj-onal interest arise, it is,of
cou?"se, very helpful i-f Advisers can receive some kind-of
early warning, whether on paper or by word of mouth,
before submissions are made to Ministers. In eff'ect

(a) All three Advisers should receiye submissions to
Minisbers on broad macro-economic quesbions, 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 Publ-ic Expenditure White Paper (as

opposed to a single expenditure programme).

(b ) Suhniseions on monebary pol!ç:y , oyerseas financial
questions and the sale of assets shoul-d be copied to .1{r.

Ridley and Mr. Cardona.

(c) Detailed submissions on !s&!ågn and ttre Filaecg_Fl.1l.
should gc, only to lvlr. Croppe:: excepi; where they raise major:
questions of principle

I

t.

l
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(d) Submissions on the more detailed aspects of partîcular.
public expend:'-ture programmes should go only to Mr. Cardona
except tlnat papers on arts and her:itage ancl National Heal_th
Serqi._c__q should also go to Mr. Cropper, while those on Spcial
Se curit ¡;irould, âs a rule, go to al-l- three Advisers.

(e) Papers on insbitutionai- questions (e.g. pension funds,
fÍnancial institutions, Wilson Corrunittee, Stock Exchange,
ete..)shoutd gCI to Mr. Cropper and Mr. Carclona.

(.f ) Parl-i.amentary matters CI,uxer,lbourg and Wesbminster )

should go to Mr. Cropper.

5. The Special Advisers have asked me to remind Divisions
that they are always happy to be consul-ted about submiss:i-ons
before they are made. They are, of course, able to advj-se
on the technical- interpretation of the Manifesto and other
policv statements, provide relevant quotations and in general
help witfi background guidance on policy work undertaken in
opposition. There are sometimes occasions on which a carefuj-
consideration of the political background to an issue can
greatly affect or even short-cut time-consuming work
on matters of substance.

M. A. HALL
15th January 19BO
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Macro-econcmic Strategy and
forecasting

- Detail
Major initiatives: eg Buclget
as a whole, Public Expenditure
ldhite Paper

Social Security

Taxation - Strategy
- Detail incL wider

share ownership
Finance BiII

Arts and Ileritage

EBC fiscal- affairs incl Budget

Parl-iamentary matters incl
Select Commitiees; European
Parliament

Industrial- policy

NationalÍsed industries

Overseas finance, Exchange
Control and EBC non-fiscal
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PERSONAL COVERING SECRET

t:"}ícF[=G}UER
F ËT, - 5 i'î¿illí980

10 DOIVNING STREET

Fro¡n the Prívale Secretary 5 Mar
lt

ch 1980

r told you on the telephone that the prime Ministerwould like to have a word with the chancellor, the liomesecretârv, Mr. channon and sir Robert Armstrong thisafternoon about civil service pay and manpo\l/er. r enclosea copy of a minute from Mr. Channon which the Prime lfinisterwould like the Home secretary and the chancellor to seebefore the meeting.

r am sending copies of this retter to .rohn wiggins(with enclosure) and Geoffrey Green (without enclosüie),with the request that the chaneellor and Mr. channon should
come to No. ;1"0 at S.ZO. The Home Secretary andsir Robert Armstrong rvill already be trere on other business.

A copy of this letter also goes to David wright (cabinetOffice).

cr-ã

!

,..é-.^
![ H. "plnñlsôN

J.A. Chilcot, Esq
Home Office.
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PRTME MINÏSTBR

CIVIL SERVICE PAY .A,ND MANPOI¡rER

At Cabinet last Thursd.ay I was asked to e>çlore the scope for
avoj-d.ing a breakd.own over pay wÍth the Civil Service Unions.

Yesterday I had verv private and separate consultations with
Mr Kendall (Secretary General of the National Staff Side), Mr GilJ-man
(Chairman of the National- Staff Side and General Secretary of the
SCPS, representing junior and middle management grad"es) and
Mr Thonas (General Secretary of the CPSA, representi-ng Clerks ancl
other junior office staff). These two Unions are the Largest in the
Civil Serwice, comprising some 6U/, of the non-industrial Civj-l
ServÍce. They had all. read the article in last Fridayt s Economj-st
and were assuming that the cash lÍmit would. not differ markedly frorn
the 14% a1:ready established for other public serwice groups. They
were critieal of what they assumed to be our action i-n setting such
a cash limit. It was pointed. out that we had. said irr. our Ivlanifesto
that we would reconcile pay research with cash limits. How was thj-s
reconciliatj.on to be done? They urged me strongly to brid.ge any gap

with a "LJ queeze. Although they obvíously cannot say this
publicly, and will make ritual protests, it ís clea:: that, in the
circl¡nstances, this is their preferred- course, They may well brief
the press privately that ru han" been soft on ru,rmbers.

I

As you know, we estima-be that the minimum average overall increase
we could hope to defend, Íf need be at Arbitration, as consistent
wj-th the pay research evidence, is about 1B*/r. 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 erçlains
their lack of hostility to manpor¡/er cuts.

All three union leaders were opposed to staging to a greater or
lesser degree, Mr Thomas in frrtfcùlàr Sontemnlating.the 

possibility
of a marginally smal-ler settlement if staging could be avoided"
Itõre õf them could guarantee to del-iver their committees and. member.-
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ship. My impression v/as that if rve do have to impose some mod.est
degree of staging they are unlikely to try to mount a real trial
of strength with the Government. But we shall certainly havå to
refuse them arbitration on the staging point, though not on the
amount. We can only speculate about the attitude of the other
Unj-ons. If I had. consulted more wid.ely, it would. almost inevitably
have leaked.

Tüe must accept, however, that the ÏPCS, with whom we had. a major
arbitration battle last year, will cause difficulties. Christopher
Soames and I spent a great deal of time iast surnmer u-r:ging them to
arbitration on pay ì-evels. Thi-s si-mmer, we wi1-l be stopping any
Unions who want to go to arbitration on stagingl

The Príson Officers .A.ssocíation nay also be a sensitive area. They
were d.Ísappointed 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 i-s of course p breach of the pay
Agreements. It is impossible to be precise about the point at which
the row about breaking the Agreements wou1d. be accompanied by
serious industrial action. With even a minor breach" the Unions
would make a moral issue of our.failure to honour our Agreement,s
with them.

l

In the light of these talks, I "* "t"."er than ever that we Jkioul¿
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 dj-scussion
last week that 2#/o, with some sma]-l excepti-ons, ís the most we can
get - ie rather less than 2*% net. This is significantly short of
the 3% squeeze that f told. Cabinet would offer any real hope of a
negoti-ated. settlement though the outcome would be uncertain even at

.:tkrat figure. Some degree of staging is therefore almost certain to
: ¡e necessary and" we must be prepared. to accept the consequences.

l{e must now not delay further in making a, decision about the manpower
squeeze. I hope we can avoid a sj-tuation i-n which all our colleagues

2
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argue that they should be exempted.
nowhere

Otherwise we shal1 get

Complete exemption is probably necessary for Homç Office and. Scottish
Office prison staff, and for the Northern lrelanil Office. It might
be sensi e to restri-ct the cut in DHSS and Department of

h-Þ{-æ

Employment
o ?/o. This would reduce the net red.uctions to about 2Ð/0. In

| ^-*-1'additío11, there may be a case fo
Office to about 1%. (e"

r restricting the squeeze on the

Passport office, this would mean a cut approachine 2Ð/o in the rest
of the Foreign Office. ) We should. also need to exempt a number of

Fore causeeextra staff are needed Ín the

'v
mai in the law and order fi e1d. In total thi.s

would reduce the overal.l. squeeze to '2.?/o.

with the detaí1 ed ne tiations with the
Unions. Subject to your agreement I wilL authorise my officia].s
begin negotiations with the UnÍons on the basis of the pay 

"u""u"ctevid.ence, but witl¡-in the cash linits agreed. at Cabinet last webk.
the Unions wi-l1 need to be told. what these are. It wi]-l also be' .j

necessary to make clear at the outset that íf some degree of staging
pro"úes necessary to keep witÏrin the cash limits arbitration wilL
denied on that Íssue but 1L0 t on the,amounts. The usual unde rtakíng
that pens ion entitlements will be proteeted from the effects of
s may help to diminish the .potential row about the
the Pay Agreement.

''Ï should be gratefi¡l to know-qhether you are content that I should- 
-.¡. ...proceed on thi-s basis. l{ould you perhaps like to discuss thiJ'ãgain

with the Home Secretary, the Chancellor of the Exchequer and. myself,
as we did last week?

ï am sending a copy of thj-s mÍnute at present to sir Robert Armst::ong
on1y.

PAUL CHANNON

4 March 19BO
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their reading the
r cent cash factor and.

order to provoke troubl-e

CHANCEI,TOR OF T}IE EXC}TEQUER cc Chief Secretary
Minister of State(C)
Sir Douglas Wass
Mr Bailey
Mr llÏild.ing
Mr Pearce
Miss Sinclair

CIVIL SERVICE PAY IN 1983
This note sets out some preliminary thoughts on how we might
handl-e the non-ind-ustrial Civil Service pay settlement due on

1 April next. When we have a 'fTreasurytt view you wilJ- need to
consult colleagues. But as a first step you may caTe to
discuss wi-th us on the basis of this note.
The on ]- e

2. With the special pay conferences out of the way the shape
of the Unions t pay claim is becoming clearer. ft is likely to
be for an across-the-board. increase of €,12 per week or 12 per
cent whichever gi-ves the best result to the indj-vid.ual (tfrougir
arr alternative version ís in currency stating the aim as €,8 per
week plus 5 per cent). The fínal shape of the claim will not
be known until after the meeting of the Cor.mcil of Civil Service
Unions sched-uled for 6 January.
3. ït goes without saying that the lead.ers of the ind.ivid"ual
Unions d-o not expect to reach a settlement at anything like
these l-evels. But a high claim is necessary to bínd the
disparate elements together; a significant proportion of the
el-ected Executives of the Unions ( on which the militants are
more than ad"equately represented.) actively want to pose a
challenging claim which al-one can justify their rhetoric about
the past; and- the Trots arnong them actively want confrontation
and. dispute for its own sake

4. It is relevant that some (otherwise quite sar.e) Union
activists assume that the Government, too, ís positively seeking
confrontation and dispute in 198

Governmen

applied. i onl-y

!
tr
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and. to provide a mearrs of hanging another Union scalp on its
belt before the election.
5. The mood of the troops is jumpy and. uncertain. The silent
majorlty would. (u.s always) prefer a quiet l-ife. But many civil
servants regard their employer as actively and. aggressively
hostile to them. There aTe also signs that, as inflation fal1s,
the focus of d.isaffection is shifting from pay to job security,
increasing burd-ens placed. on staff by cuts in manning levels and",

to a l-esser extent, the loss of prospects for promotion. These

are more emotive issues than pay as DHSS| current experience in
Birmingham is showing.
6. Putting a1l these factors together in an election year
would normally provid-e us with an explosive mixture. 0n the
other hand- few Union acti-vists bel-ieve they could. actually win
a confrontation with G overnmen óJr suspec even ewer

bel-ieve the mass of the Service would. f oll-ow them if they tried.
The recent concentra ono emo ra es on e proced.ures for
consulting members before strike action is particularly relevant
here. And-, of cou.rse, if the worst comes to the worst we aTe

better placed" to win than we were ín 1981. Not onJ.y have we

overhauled. our contingency ptans (thougfr these can never be more

than a pal.J-iative) but we now have available the new powers of
this yearrs Employment Act and-, because of the changes on which
we insisted. in the Facil-ities Agreement earlier this year, we

will- have, from 30 April next, the right to stop rrcheck-offfr of
Union d.ues in any major ind.ustrial dispute.
The Governmentrs Position
7 . Il/e have a 3å per cent cash limit which might perhaps , in
the event, aceommodate a settlement arorrnd, 5 per cent on average.
0n the other hand, given that the 1983-84 component of the NHS

settlement is 4+ per cent it would be ntationa]- ly d.ifficult
to settle with the Civil- Service above thís fi €. And what-
ever happens we must have a settlement below last yearfs 5.9 per
cent. At the same time we need. to recognise that this year
repercussions of a Civil- Service pay settlement on the rest of
the public services will be mini-mal- - and in cash terms half
percentage points either way are of relatively l-ittle significance.

2
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Tactics
B. It is too soon to d"ecide our tactics in detail - not l-east
because we do not yet lcrow how the pay round is shaping nor
will we have, rrntil mid.-January, the results of the work which
Hay is doing for us (and which could. be of major ímportance in
shapingr and justifying, our pay offer). rtheless in my

view certai-n basic elements are clear.
actively and sensibly in busj-ness with

--tgie

front while the pay negotiations are in progress. TÌIe need. also
I
tr o e showing a ithuman facefr t o the troops. The' importance of
the 1983 pay settlement Ln a ttpre-Megawrr year must be d-iminished..
\lVe have quite a lot going for us here. For example:-

â.. We have reached a negotiated settl-ement on Irond.on

Weighting.
'o. Tl/e have larrnched the season ticket loan scheme and the
"buy outrf of weekly pay.
c. We are yrea-rJ-y ready to lawrch the private med.ical_

insurance scheme on quite attraetive terms.
d.. We may be just about toconclude a"rr agreement with the
Unions on revised, and much simplified-, arrangements to
determine eligibility for annual Ieave, subsistence
allowances and. so on.
e. iiVe have ftaccepted-rr Megaw as a basis for negotiation
and will be heavily i-nvolved. in those negotiations as the
pay argument unfolds.
f. We will soon be making proposals to Ministers about
shifting the Civil Se ac ,pg4sion scheme to a contributory

There is a real possibílity t

aons over wide

l_s .

entered l-nto ne go ons on this too
hat we may have
before the crr-rnch

arrr_ves on pay l-n îe8-i:
g. We will be, hopefully, announcing in January our
wíllingness to spend more on Civil Service catering in the
context of a post-Rayner reorganisation of CISCO.

9. faken'together these elements represent a formidable commit-
ment of management input to improving and. revj-sing the terms and

cond.itions of service of civil serva¡.ts. Some of them wilt keep
the Union officials very busy ín d.etailed negotiations with us
over the months ahead-. And- al-l of them should- show our staffs
that there is useful and fruitful busi-ness to be done with their

3
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employer outside the confrontational framework of pay
bar
10. The judgment T would- make is that it would_ be highly
desirable t t_s year for our pay offer to be as simple as the
circumstances allow. +Not only are we in an interim phase with

but t sum f money available to us does not leave much
Êcope for sophistication. Moreover, if the aim is for a quiet
settlement wíthin 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, rrgoodiesrt whi-ch we could
throw into the pot. These a;re:.-

8.. An offer to prorloLe truni-lied paytt at Asslstant
ecretary and Senior Princt_ ]-eve across pro sional

bSUt{_?Ii",1. At the moment we have some 8,000 staff at these
levels sharing some 150 different rates of pay ,oetween

them. rhe d.ifferences are not large (tne scientists fare
worst) and there are strong management reasons for a
radicaJ. simplification. Iille are discussing the possibilities
with departments and- will be making specific recommendations
soon. The cost would" be minimal- (perhaps as 1ittle as

, €'2001000 in the firs!1.ear) and the gai-ns 1n terms of
management flexibil-íty, simplification and - perhaps most
important opening the way to later r.rnified grading (on
open structure lines ) would. be consid.erable. And Ín terms
of the i9B 3 pay settl-ement action here would- be very

v

:

attractive to the TPCS whose members are the main ftlosersrf
the present arrangements

to**"¿= rationalisation of theb. A similar o er o

present age-related pay points on whích many yorrngsters a;re
recrui-ted". fhere are some notable absurdities in the
present system - Iegal assistants have age-related pay up
to the age of 31 ! a:rd whil-e it may not be possible to
achieve total- rationality an expressed wíllingness to
consid-er reform could usefully engage the interest of the
Uni-ons and some of their members.

The Options
12. A fj-nal decision on the shape and. size of the pay offer we

make, and the settlement we seek, depends critically on two
things: the Hay stud.y (which may show that the pay of some of our

4
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employees is marked.ly out of line with the market); and. the
development of the pay rormd over the next 6 weeks or so. But
subject to this the options open to us arei-

à. Straightforward- old--fashioned free collective
bar where both sid.es ry anÖ reach acceptable middle
gror.md in the light of outside d"evelopments, aÍr assessment
of each otherfs relatíve strengths and weaknesses in a

pr.rnch-up and", at the end of the day, cold calcul-ation of
costs and. benef its.
b. The,sam.e-trlfocess p¡th;!he add.ition of ,Le_course Jo
arbitration (with or without Parlíamentary overrid.e).
c. A ff dummy rt"rlft on Megaw where we would. seek to estaloLish
the t_n er-quartiles of cur'Ãnt private sector pay increases
(perhaps with the help of consultants) and then offer to
al-low arbitration within those l-imits but not outside them.
IlVe could. not of course d"o a full-scale rrMegawrr operation
(with 15 pay barr-d.s and all that) nut a simplified none-offrr

operation might be possible. IWrether this route might be

desirabl-e would- d.e pend very much on how soft a touch the
private sector proves to be in the period- up to, sâXr March.

13. In all of this we would al-so need. to bear in mind" the
ity of larrnch a mqrrrage¡¡1ent ha.llot at the appropriate

l--.--
Judgments on posslbility must however be reserved

r.rntil- we see how matt d.evelop.

P ].,E CI.IEMINANT

possibil-
moment.
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DAT&: 22 DECEMBER 1982

ps/cHANcEf,t,oR oF []ÍE Ð(CIIEQIIER cct PS/Chief Secretary
Sir Douglas Wass
l4r Bailey
I"lr te Cheminant (o.r)
Mr tlilding
l4r Pearce
Mlss Sinclair

CWIL SERVTCE PAT TN 198'

The Minister of State (C) has seen l'[r Le Chemínantrs minute of 21 December

and is attracted to option C in para 12 as the general basis of our 19BJ

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