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Published Papers

The following published paper(s) enclosed on this file have been
removed and destroyed. Copies may be found elsewhere in The
National Archives.

House of Commons Hansard, 14 March 1980, columns 748-749
“Written answers: Civil Service: pay and cash limits”

2. Civil Service Commission: Annual report, 1979
Published by HMSO [ISBN 0 0903741 56 3]
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MORE FLEXIBLE ARRANGEMENTS FOR THE/EARLY RETIREMENT
OF CIVIL SERVANTS /

Thank you for your letter of 24 f;ly.

As you know, for some months now colleagues have attached
considerable importance to the need for greater powers to
retire prematurely civil servants who are no longer fully
effective. We may not be able to achieve our objective of a
more efficient and slimmer Civil Service, of only 630,000 by
1984, unless we have these additional powers. At the same

time colleagues have emphasised to me that these necessary

and desirable retirements must be arranged in such a way as to
allow those concerned, many of whom have given most of their
working lives to the Service, to depart with dignity and
appropriate compensation. This can only be done by giving them
the public interest terms which were negotiated with the trade
unions in 1972 and so form part of the 'contract of service' of
existing staff.

Whilst therefore I understand the public expenditure difficulties
which there will be in 1981/82, I hope you will be able to agree
that this is a matter of some priority and that we shall be able
to make adequate provision to allow the scheme to proceed. I
have been encouraged in this by your letter of 23 April in which
you said that the cost to the taxpayer of compensating staff for
early retirement is a factor which has to be kept in mind but
that the efficient management of the Civil Service is a vital
objective. My letter of 18 July asked colleagues to let me know
urgently their likely use of these new arrangements so that we
can estimate the cost. We shall, of course, do this as accurately
as we can but it is a very difficult area given the number of
variable factors. I shall be in touch with you again as soon as
possible.

I am copying this letter as before.

PAUL CHANNON
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Rt Hon Paul Channon MP

Minister of State

Civil Service Department

Whitehall

LONDON  SW1A 2A%Z $) July 1980

MORE FLEXIBLE ARRANGEMENTS FOR THE EARLY RETIREMENT OF CIVIL SERVANTS

Thank you for sending me a copy of your letter to Keith Joseph of
18 July and the note on your proposals for premature retirement.

We have major staff cuts and redeployment to achieve within the DE Group
over the next few years and more flexible and simple premature retirement
arrangements would assist us to do this and should increase efficiency.

I therefore strongly support your proposals and hope they can be implemented
as soon as possible. There is just one point which I wish to add which

is that we hope we could use the new arrangements in the case of older

staff in offices in remote localities which may be closed as a result of.
our cuts and when there are no suitable opportunities for redeployment in
the locality.

As you recognise, it is very difficult to give a precise indication at
this stage of our likely use of these arrangements. A broad indication
would be of the order of 200-300 individuals retiring each year under the
new arrangements for the DE Group as a whole, but we hope we would not

be held to this range if later calculations by the four employers in ou
Group produced rather different figures.

I am sending copies of this letter to the recipients of yours.
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MORE FLEXIBLE ARRANGEMENTS FOR THE EARLY RETIREMENT OF CIVIL SERVANTS

Thank you for sending me a copy of your letter of 18 July to
Keith Joseph proposing more flexible early retirement arrangements.

I hope that the proposed changes outlined in the attachment to your
letter can be formally introduced at an early date. I note that the
criteria relaxation on "limited efficiency" still refers to specific
performance markings. I take it that these are meant as indicative and
that it will be left to Departments to determine performance criteria
appropriate to the standard of annual report marking in particular
cases. I particularly welcome the proposed easement on inter-
departmental transfer requirements. The justification for tliis change
applies with equal force in the context of the existing redundancy
procedures.

My officials have already written to yours about the relatively small
numbers of officers in the Scottish Office who fall in particular
categories of "not fully effective". My officials will be reassessing
the position in the light of the proposed new criteria and the response
to our departmental Voluntary Early Retirement Scheme and will write

to yours as soon as possible about our likely use of the new arrangements.

I am copying this letter to the recipients of yours.

GEORGE YOUNGER
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MORE FLEXIBLE ARRANGEMENTS FOR THE EARLY
RETIREMENT OF CIVIL SERVANTS

I welcome the proposals in the paper attached to your
letter to Keith Joseph of 18th July. They are a helpful
addition to the tools at our disposal. There are only two
comments I would make:

a. I fully understand why, for speed, you have gone

for this approach, rather than a more radical scheme
which would call for basic changes. But the fact remains
that the "willing victim'" element is a considerable
limitation on managerial power;

15 neither this scheme, now VER, nor reductions in
retiring ages will enable us to thin out, on a selective
basis, the middle managers we need to retire in the next

few years. We still need in addition a premature retirement
scheme., It will have to be selective both by areas of
management and types and grades of staff, but within those
parameters may number quite a few staff.

I hope you can let us have executive authority very soon
to go ahead on the scheme you have now proposed.

I am sending copies of this letter to the other recipients

of yours,
7’///"\ o vaJv

Prancis Pym
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The Rt Hon Paul Chanmon MP
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Thank you for your letter of QZ/ELIy proposing more flexible
arrangements for the early retirement of Civil Servants.

2 I welcome your proposals which, for my part, provide the
flexibility which I and others have been secking to retire officers
prematurely to facilitate our manpower reductiong and to improve
efficiency. I endorse the emphasis you place on the responsibility
of management in selecting officers who should be ccngidered for
early retirement and that within these arrangements we sahould be
concerned only with "willing viectims". To do otherwise would be

to compromise the simplicity of the arrangements and the speed with
which they might be applied, as well as leading to possible
difficulties and delay with the Staff Side which, like you, I hope
we might otherwise avoid.

5 As you recognige it is not eagy to be precise about the numbers
and timing of retirements or to make an accurate assessment of the
costs involved. However, between now and the end of 1981/82 I
egstimate that between 50 and 100 staff in my Department might be
selected for premature retirement under these new provisions.

4 T am gending copies of this letter to the Prime Minister, members
of the Cabinet, Ministers in charge of Departments and Sir Robert
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The Rt. Hon. Paul Channon, MP.,
Minister of State,
Civil Service Department
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MORE FLEXIBLE ARRANGEMENTS FOR THE EARLY RETIREMENT OF
CIVIL SERVANTS

Thank you for your s ndlng me a copy of your letter to
Keith Joseph of &g/éﬁly

I shall be replying to your letter when I have considered
your proposals in more detail from the point of view of my
responsibilities for the manpower in my Departments. But
meanwhile, from the point of view of public expenditure
control, I have to say that I do not think that I could in
any case agree to what you suggest until we have a closer
idea what costs are involved. As you and other colleagues
will know, 1981-82 is likely to be a difficult year for
public expenditure, and while I naturally have great sympathy
for the objectives of the exercise, we must not overlook the
cost. In any case it is in my view wrong in principle to
agree to a policy without knowing and making provision for
the expenditure it will involve.

In the fourth paragraph of your letter you invite colleagues
to let you have an early indication of their likely use of
the new arrangements. I would endorse that request (and
will be replying to you shortly on my own score); when

you have the information you will be able to put a figure,
even if only approximate, on the cost of the exercise in

the light of which finel decisions whether or not to proceed
can be taken.

I am copying this letter to those who had copies of yours.

GEOFFREY HOWE
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MORE FLEXIBLE ARRANGEMENTS FOR THE EARLY RETTREMENT OF CIVIL,
SERVANTS o
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You have several times, most recently in your letter of 25 June,
emphasised the need for more flexible early retirement arrangements.
Colleagues have supported this. I now attach proposals which I
believe will meet. all the requirements which colleagues have in
mind., They extend the criteria governing eli gibility for "premature
retirement in the public interest" They do not, however, change

the actual financial terms on which such retirement is effected.
They have been endorsed in discussions at official level and if

you and other colleagues are content I believe they could be
introduced rapidly.

The proposals supplement the existing redundancy procedures and

are separate from them. The redundancy procedures remain appropriate
to the basic problem of staff surplus. Given the speed and scale

of the rundown now under way, however, these additional selective
managerial powers are proposed to ensure that the result is a
balanced, efficient Civil Service.

This is not a scheme for volunteers. The generous compensation
terms are not appropriate for that. It is for management to select
those whose departure would help resolve identified problems. For
speed of introduction and simplicity of operation, however, the
proposals are confined to cases where the individual concerned is

a "willing victim".

There is no current PES provision for these proposals. They do
not appear likely to be a special extra cost in 1980-81. For
calculating PES provision for 1981-82 and onwards I need the
earliest possible information from colleagues of their likely use
of these arrangements, even if it can be no more than a broad
indication. My department would monitor actual use.

1
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The proposals offer greater flexibility, speed and simplicity
within existing formal arrangements, rather than a radical
approach which might require specific amendment of the Principal
Civil Sérvice Pension Scheme. Although the unions would have

to be informed, their agreement would not be necessary. Given
that the proposals would relate to "willing victims" I would

not expect the unions to be particularly concerned.

I am copying this letter to the Prime Minister, members of the
Cabinet including the Minister of Transport, Ministers in
charge of Departments and Sir Robert Armstrong.

PAUL CHANNON

2
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DRAFT
PREMATURE RETIREMENT

It has been the practice to allocate poten%ial cases of
early retirement clearly to one of the three sub—categories
(redundancy, structure, limited efficiency) within the
general category of "premature retirement in the public
interest". But these arrangements are too rigid and
compartmentalised to fit the situation confronting the
Service over the next few years, when a combination of rapid
rundown with major restructuring in the interests of balance
" and efficiency will mean that large numbers of staff can be
dispensed with for combinations of reasons which cut across

the separate establisked categories.

To construct an entirely new category of premature retire-—
ment would be difficult and time-—consuming. As a matter

of policy, and without amending the Principal Civil Service

Pension Scheme , we can however operate the existing

arrangements more flexibly for "willing victims". (This
does not imply self-selection. It does mean that an
officer who refuses to co—operate with management on

a premature retirement proposal could not be forced to go
unless the existing procedures were fully applied.
Otherwise a claim for unfair dismissal could be brought by

the officer concerned with a strong chance of success.)
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The proposals below are designed to make premature retirement

much easier on grounds of both "structure" and "limited

efficiency"™. The "structural" approach, in particular, will

be much more readily available.

STRUCTURE
It is proposed that the circumstances which may justify

premature retirements on structural grounds should be

restated and expanded to cover for example:
i, an age imbalance and consequent turbulence likely

to diminish departmental efficiency;
ii. problems of succession planning, whether on a large
or individual scale;
and
iii. a need to reshape the management of the department
or of a part of it.

The last of these in particular would probably be linked

with saving some posts.

Two other easements are proposed. The present obligation

to clear each case with the Trade Union Side at national

level would apply only if, in accordance with the existing
arrangements, staff at Senior Principal level or above were
being compulsorily retired on structural grounds. The second
easement would be to diminish the present emphasis on ensuring

that posts are not available elsewhere in the Service.

CONFIDENTIAL
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It will still be necessary to control "structural" retirement
thus relaxed. Departments seeking premature retirement for
restructuring should seek CSD approval: this would apply at
least. during the first year of operation, after which it might
be possible to set more precise guidelines fof departments to
apply. It might be necessary to set some form of quota
(perhaps by department rather than Service-wide) as a control

on costse.

LIMITED EFFICIENCY

The present criteria for "limited efficiency" retirement
rely heavily on assessments in annual confidential reports.
These criteria seem to disqualify otherwise deserving cases.
Relaxation is proposed along the following lines (subject in
all cases to management selection and to the individual
affected being willing):

Qe Any officer who has received two Box 4 markings

T
("Performs duties moderately well") onlconsecutive annual

reports, and for whom there is some other substantial
factor to be taken into account, eg health or some serious
difficulty in providing an alternative posting, may be
considered for premabure retirement. At Assistant
Secretary levels and above a higher standard of performance
might be required so that, for example, one Box 4 marking
plus some other substantial factor or, in the Open
Structure, one or two mediocre annual appraisals might be

a reason for suggesting early retirement;

CONFIDENTIAL
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be. The officer of "limited postability"™ may be -

considered for premature retirement ie when an individual's

performance in his post is notrinadequate but he has to be

moved, and because of his previous experience he cannot
be expected to give effective service in another post
for his remaining years of service — or at least the
department do not have the leeway to allow a "trial
period". No minimum age limit for eligibility is
suggested, but obviously in each case departments would
have regard to the cost—effectiveness of early retirement

as against retention.

8. The intention of these relaxations is to enable departments
to ensure that the slimmed-down Civil Service which is our
objective retains only the really good staff. There should no

longer be room for the people who just "get by".

9. Open Structure cases would continue to be discussed with
CSD. Below the Open Structure, CSD clearance would not be
required. However, to allow the monitoring of costs, departments
would report to CSD, on a quarterly basis at least during the
first year of operation, details of numbers of cases, by age,

grade, reckonable service and pension award.

CONFIDENTIAL







With the compliments of

Civil Service Department
Alencon Link, Basingstoke, Hants.
Telephone : Basingstoke 29222




Civil Service Department

NOT FOR PUBLICATION, BROADCAST OR
. JULY 1980

Please note embargo

18 July 1980

RECRUITMENT TO THE CIVIL SERVICE IN 1979

The effects of the three-month ban on recruitment to the Civil
Service last year are assessed in the annual report of the Civil
Service Commission published today.

The ban, which lasted from May to August, had two purposes -
to back up other Government measures to reduce expenditure on staff
in the Civil Service, and to give Ministers an opportunity to take
stock of manning levels in their Departments before deciding what
economies to make in the longer term.

"The main effects of halting recruitment were felt in Junior
grades in the Administration Group," the report states. "Scientific
and technological posts in several areas (notably in the Ministry of
Defence) were excepted, but recruitment to them was nevertheless
affected by the general assumption, among potential candidates, that
all recruitment had been interrupted. In the autumn, the recruitment
trend for specialists was still downwards; and it has become clear
that the task of restoring confidence among candidates during 1980,
especially but not exclusively in specialist grades will not be easy.
There is keen competition among employers particularly in the
engineering and computer fields".

It continued to be as difficult as ever to recruit accountants,
especially in London, and mechanical and electrical engineers and
surveyors of all kinds.




During the year a new upper age limit of 44 for the main
Executive Officer competition was agreed and is now in operation.

The report contains the usual tables showing recruitment to
most grades in the Civil Service and includes, for the second time,
statistics about the academic background of candidates for
Administration, Prainee posts, as recommended by the Expenditure
Committee of the House of Commons.

Press Office

Civil Service Department
0ld Admiralty Building
WHITEHALL

London SW1A 2AZ

Tel: 01-273 4002 and 273 4274
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FROM THE SECRETARY OF STATE

The Rt Hon Lord Soames PC CH GCMG GCVO CBE

Lord President of the Council

Civil Service Department

Whitehall

IOITDON SWA July 1980
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EARLY RETIREMENT

1 was inter ee Keith uuacuu s letter to you of 28 June aboub
the need fo >d arrangements for early retirement in the Civil

Service.

running of

In view of the imDortance (0iF slani(s) AEEropk©) dEond ]
ing To achieve, I

the uth mlined public services which we =re
think I should repeat uhe point made in my le April to

Paul Channon. The considerations which Keith a I to the Civil
Service aDDlJ with equal cogency and urgency vo .other Duble services,
like euucaulon, which have bUdedMMUdbLUU schemes and bALbbLH%
premature retirement facilities closely comparable to those of the
Civil Service, and where the management has to achieve contraction of
the staff and yet maintain the calibre and efficiency of those th
remain. « I very much hope'that consideratiion of these matters WllJ

not be limited to the Civil Service, .although®Il.recognise, that—it
appropriate to start there.
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I am sending copies of this letter to the
(Our Cabinet colleagues, Norman Fowler, Michael Joon
Armstrong, Sir Derek Rayner.)

(fvoproved by the Secretary
Gl et 1 i y
State and signed in his
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DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE
123 VICTORIA STREET

LONDON SWIE 6RB
TELEPHONE DIRECT LINE 01-212 53501
SWITCHBOARD 01-212 7676
Secretary of State for Industry

The Rt Hon Lord Soames PC CH o
GOMG GOVO OBE Q6 gune 1980
Lord President of the Council
Civil Service Department
Whitehall
London SW1
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EARTY RETTREMENT

I said in wmy recent letter about Civil Service efficiency and
manpower that I would be writing to you separately about the
need for extended arrangements for early retirement in the Civil
Service.

The Civil Service Department is preparing proposals on early
retirement for consideration in July, in conjunction with the
Departmental proposals for achieving the overall target of 630,000
for the Civil Service at April 1984. I cannot stress too
strongly how vital I believe a satisfactory early retirement
scheme to be to the success of the objectives which we have set
ourselves. There is no doubt that the great majority of the
staff reductions can be achieved through natural wastage. But

if the slimming down of the Civil Service is to be matched by
improved efficiency, natural wastage alone will not be good enough,
and nor will the existing arrangements for premature retirement.
This is because the existing arrangements require either structural
grounds (in which case Staff Side agreement is needed) or some
evidence of inefficiency.

We are going to have - indeed we already have - staff who are

not in themselves "inefficient" but who, as a result of the
contracting activities of Departments, can no longer be efficiently
employed.

We desperately need arrangements whereby such people can be retired
early, at management discretion, on decent and honourable terms.

I very much hope that your proposals in July will meet this
objective.

I am copying thisg letter to our Cabinet colleagues, to Norman
Fowler and Michael Jopling, and to Sir Robert Armstrong and

Sir Derek Rayner.
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Alexander Fleming House, Elephant & Castle, London SEI 68Y
Telephone 01-407 5522 '
From the Secretary of State for Social Services

Paul Channon Esq MP
. Minister of State

Civil Service Department
01d Admiralty Building
Woitehall

London SW1

EARLY RETIREMENT TO SECURE MANPOWER SAVINGS

Thank you for copy letters of 15-and 28 April to Keith Joseph.

My reaction, like those of most of my colleagues, is to give the proposals a
~ cautious welcome as likely to provide a vseful extra degree of management
flexibility subject to two points. Firsily I accepL that there should be
flexibility about a later final date than 30 September, since the need for
the scheme may be affected by the rate of natural wastage dvring the year.
Secondly, I agree with Francis Pym that it is consistent with the objective
of the scheme to maintain "an efficient staff structure!" - and would still
produce savings — if exceptionally some gars flowing from VER are filled by
promotion cor recruitmeni. Those selected for VER will not necessarily be
filling posts which can be given up, and sideways transfer v111 not always
be the best manaoement course. :
I note that your letter leaves open the way for further work to be done on a
scheme to promote retirements aimed at improving staff quality in the
Civil Service. I would welcome such a scheme. liy officials will be in
touch with yours with examples of the staff to whom it would apply’in DHSS.
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Thank you for sending me a copy of your letter of~Q§ April to
Keith Joseph proposing a scheme for Voluntary Early Retirement.

Like others who have commented I doubt whether your proposed
scheme will be of much help to Departments in achieving the
staff savings required in the current year, but I agree that
it might be of some marginal value and I am content to see it
introduced.

I was glad to see from your letter of 28 April that you recognise
the need for a more effective scheme for selective premature
retirement. I am sure such a scheme will' be necessary if we are
to achieve the smaller but higher quality Civil Service that we
want to see.

I am copying this letter to members of the Cabinet and Ministers
in charge of Departments.

PETER WALKER
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2 MARSHAM STREET
LONDON SWI1P 3EB

My ref:

Your ref:

1 May 1980
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EARLY RETIREMENTS

You wrote on 15 April to Keith Joseph, inviting comments on your
proposal for a scheme for Voluntary Early Retirement (VER) to
help in reducing staff numbers as a result of the function cuts.

This seems a sensible step to take at this stage of our programme
for reductions in Civil Service manpower as a contribution
(though not perhaps a great one)to the avoidance of compulsory
redundancy. I am certainly willing to examine the scope of a

VER programme to help with the reductions in my own Department.

I would only comment that your deadline that the retirement must
have taken effect by 30 September 1980 strikes me as being rather
too soon, for there will be a good deal of work to be done in
mounting the scheme, processing applications and satisfying our-
selves that genuine reductions are being made.

I am sending copies of this letter to those who received copies
of yours.

0 8
€.&MICHAEL HESELTINE

Paul Channon Esq MP
Minister of State, Civil Service Department







DEPARTMENT OF TRANSPORT
2 MARSHAM STREET
SWi1P 3EB

With the Compliments of the
Minister of Transport
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DEPARTMENT OF TRANSPORT
2 MARSHAM STREET LONDON SWI1P 3EB

Paul Channon Esq MP
Minister of State

Civil Service Department
Whitehall

LoNGon 21 MAY 1980
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EARLY RETIREMENT

In your letter of 15 April to Keith Joseph you
ask for views on the introduction of a scheme for Voluntary
Early Retirement (VER) to aid the staff reductions flowing
from the function cuts.

I am sure that it is right to propose a VER scheme
in current circumstances. Like you I am not hopeful that it
will yield great results, for there will inevitably be expectations
bf a VER scheme to follow. But any reductions it produces will
be worth having, and I shall obviously be considering a VPR

programme in my Department to help with the rundown of the
LVLOs. -

A}
I am sending copies of this letter to those who

received yours.

S

—

NORMAN FOWLER

RESTRICTFD
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Fromthe Secretary of State

Paul Channon Esq MP

Minister of State

Civil Service Department

Whitehall

SW1 20 April 1980

Do P

Your letter of 15 April to Keith Joseph proposed the introduction of a
scheme for Voluntary Early Retirement (with limited benefits) as a means
of resolving short-term manpower problems.

I did not contribute to the last round of correspondence on this
question though I was in full sympathy with the case originally set out
by Keith Joseph that what we need is more scope for the exercise of
management decision in retiring people early.

I eam in agreement with the sentiment which David Howell has expressed in
" his letter of 23 April. VER will not help build a more efficient
(smaller) civil service although there is no reason to deny it to those
who seek it. We need to be able to‘::gglsome of the more senior ranks
with a view to increasing the effectiveness of the remainder and this
means a pretty selective operation. My impression has been that this
was the general view of colleagues.

I am copying this letter to the recipients of yours and to Sir Robert

Armstrong.
%\«w@&&
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10 DOWNING STREET

From the Private Secretary 1 May 1980

e

EARLY RETIREMENT TO SECURE MANPOWER SAVINGS

The Prime Minister has seen a copy of Mr. Channon's letter
of 15 April to the Secretary of State for Industry.

The Prime Minister has noted from the ensuing correspondence
that Ministers in charge of Departments would find such a scheme
useful, although a number consider that additional arrangements
will still be required.

The Prime Minister is, therefore, content for Mr. Channon
to introduce this scheme, within the financial limit proposed
in the Chancellor of the Exchequer's letter of 30 April. No
doubt your Minister of State will consider what further arrange-
ments can be made to meet the need for additional early retire-
ment facilities for several years to come.

I am sending copies of this letter to Martin Hall
(HM Treasury) and David Wright (Cabinet Office).

G.E.T. Green, Esq.,
Civil Service Department.
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Treasury Chambers, Parliament Street, SWIP 3AG
01-233 3000

30April 1980

P. Channon Esq., MP.,
Civil Service Department
Whitehall

SW1A 2AZ

b b

EARLY RETIREMENT TO SECURE MANPOWER SAVINGS

You sent me a copy of your letter of 15 April to Keith
Joseph.

The four principal departments for which I have responsibility
do not expect to rely on the scheme described in the Annex
to your letter for significant help in meeting their
manpower targets. As you say yourself, staff might well
expect the VPR terms available under a redundancy scheme,
and they might prefer to wait in the hope - right or wrong -
of getting VPR; their staff associations would probably
advise them to. It seems unlikely therefore that the

scheme would find more than a few takers, though even a
small contribution to the reductlon in numbers would be
useful,

Your letter says nothing about the cost of the scheme. If
people take terms - whether VPR or VER - departmental cash
limits are helped as you suggest, but there is an additional
charge comprising pension and other retirement compensation
which falls against Programme 14, On a precise like for
like basis VER costs the Exchequer less than VPR. But

the basis is not prec1se1y like for like. We expect to
find additional people going, and g01ng earller, by virtue
of VER. There is no specific provision in Programme 14

for VPR. So the cost of VER for 1980-81 must fall on the
Contingency Reserve.

/Treasury officials
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Treasury officials have discussed with yours how much it
might be. I recognise that it is difficult to make an
estimate, but I understand that you feel that this cost
might be of the order of £8 million.

We must exercise stringent restraint in the use of the
Reserve, but in this case I would be prepared to sanction
spending an amount up to this sum on this scheme, provided
that you and our Cabinet colleagues are content.

I think that §8 million should be regarded as a limit,

and that the CSD should make arrangements to monitor

the cost of the scheme, not only so that we can judge its
effectiveness, but so that we can look at it again if and
when it approaches this 1limit on the cost, and either halt
the schemes or take a deliberate decision to extend the
limit. I must of course reserve my position on the latter
option.

I am copying this letter to Cabinet colleagues, Ministers
in charge of Departments, and Sir Robert Armstrong.

GEOFFREY HOWE

CONFIDENTIAL
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Minister of State
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EARLY RETIREMENT TO SECURE MANPOWER SAVINGS

<2 April 1980

Thank you for sending me a copy of your letter of ﬁ5/ﬁ£}11 to
Keith Joseph in which you ask whether colleagues would be content
to introduce a Voluntary Early Retirement Scheme along the lines
described in your letter and its attachment.

My officials have already submitted to yours for consideration
detailed proposals for a Voluntary Premature Retirement (VEPR)
scheme to cope with predicted staff surpluses in 1980-81 and
1981-82 in the Administration Group, for whom there appeared to

be no other feasible alternative but inter-departmental transfer.

I hope that the case can be considered on its merits without delay.
If we had to wait first for a VER scheme to prove itself, we would
certainly lose time needed to deal with a problem facing us now
and incur additional avoidable salary costs.

Moreover in our circumstances VER is bound to attract little or no
support: indeed it will engender considerable opposition, if it
means, for example, that into the posts from which some Principals
were retired we could not promote any SEOs, of whom we have a
superfluity. The Scottish Office branch of the SCPS is well aware
of the existing surpluses, and they have already made it plain
that they will react very adversely to a VER scheme in the
circumstances. Moreover the VER terms are additionally unattractive
to staff now that there is to be a substantial pay rise from 7 May.
From the staff's point of view they compare much less favourably
than VPR with the private sector's treatment of staff who are
retired early; and the same applies from the management point of
view - it is not my impression that private employers think the
shareholders' interests are best protected by restricting VER to
those who will not be replaced by promotion or recruitment.




Since we know that the unions will advise their members against
VER, the scheme must be sufficiently attractive to persuade staff
to defy the union advice and apply: the offer of VER terms must be
cast sufficiently widely to attract staff on the scale necessary

to alleviate the problems we face; and we must in my view make some
effort to overcome or lessen union resistance by using VER to
remove the worst promotion blockages. In short, I share David
Howell's views.

I am copying this letter to recipients of yours.
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EARLY RETIREMENT TO ACHIEVE MANPOWER SAVINGS

You sent me a copy of your letter to Keith Joseph of 15th April
about a proposed scheme for voluntary early retirement (VER), I
agree that measures which might result in immediate staff economies
are worth trying, but I have major doubts whether VER will result
in a wapid efflux from the MOD of large numbers of staff,

Geoffrey Howe's figures = in his letter of 23rd April - support
my doubts,

While I would be willing, therefore, to introduce a scheme
on the broad lines suggested, I regard it as only one, and that
not the major of the steps we will need to take, As to the scheme
itself, I have a number of reservations and two main changes to
- suggest., My first reservation is that the scheme will undoubtedly
receive a hostile reception from the Staff Side who will undoubtedly
see it =~ and report it to their members - as a penny~pinching measure,
And we can hardly conceal the fact that VPR or compulsory redundancy,
attracting '"public interest" terms, might be just around the corner.
A second reservation is that I regard the scheme as no more than a
short-term device to achieve cash savings during the current
financial year. The introduction of an added power of retirement
in the public interest about which I wrote to you on 17th March is
an entirely separate, and to me a much more necessary, measure.

You have referred to the need to avoid public criticism and
the consequential strictness in applying the scheme but it does
not necessarily follow that promotion and recruitment to £ill gaps
should automatically be forbidden. The immediate aim of VER is to
release people. It cannot be related to specific posts. Once

Paul Channon Esq MP
1
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reduced manpower complements have been decided upon to achieve the
overall staff reductions in my department = and this will take
time - we shall need to review and authorize promotion and
recruitment so long as numbers remain within the new ceilings,

The two changes I propose concern the intended cut-off date
of 30th September 1980 and the requirement to seek CSD
authorization for each grade found to be in surplus., The date
‘chosen would be unduly restrictive as it gives very little time
either to Departments or individuals. The date could usefully
be set much later in the year and still both achieve welcome
cash savings and contribute to the reductions needed in subsequent
years., I should prefer it to be slipped to at least 31lst December.
The requirement to submit proposals to CSD on individual grades
would be time-consuming and seems unnecessarily centralizing, I
should like to see departments given freedom to authorize VER
schemes departmentally, to the ground rules laid down, keeping
CSD informed of progress.

As soon as the ground rules have been agreed, my officials
will have to institute urgently a number of preparatory measures.
After consultation with the Departmental Staff Side, we would
propose to invite very early applications from staff on a "without
. prejudice" basis so that when the precise numbers of grades in
surplus are known staff can be selected quickly and formally
offered VER terms. I would welcome an early go-ahead,

You say in your letter that it seems likely that the bulk of
any remaining redundancy will be able to be dealt with by VPR,
Although this may be true in some departments, the prospects in
MOD are much more gloomy., I am in little doubt that we are heading
for substantial redundancy among the Specialist grades in some
areas, even after we have taken all the permitted pre-redundancy
measures, such as the unpalatable one to retire compulsorily
significant numbers of the over 60 group in advance of the ages
at which they would normally expect to go. While the problem may
not be so serious in the Administration Group or among the
Industrial grades, even in these areas pockets of redundancy are
quite likely to arise, for example from special studies such as
those on the introduction of contract cleaning and catering.

)
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~ In my earlier letter I stressed the importance of an
additional category of premature retirement in the public
interest, but at the instigation of departments. We are
likely to have substantial numbers of relatively senior
members of staff for disposal in the next few months,
particularly among the Specialists, and VER would be only of
limited help. If compulsory redundancy is to be avoided in
some areas and minimized in others, it is important that the
introduction of this VPR category should not be deferred
because of the adoption of VER in the way you suggest.

I am copying this letter to Keith Joseph and to the
other recipient of yours; a copy also goes to Sir Robert Armstroemng.

7(71/\40 LA,
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Francis Pym







10 DOWNING STREET

THE PRIME MINISTER 28 April 1980

Dear Mr. Morgan,

Thank you for your letter of 10 April enclosing one, which
I now return,, from your constituent Mr, C. E. Bowman of
7 The Broadway, Abergele, Clwyd about Civil Service pay.

The Civil Service bay settlement is in line with Government

policy as outlined in the Election Manifesto. we said that the

limits used to control expenditure,

As Paul Channon announced in Parliament on 14 March, the cash
limit on Civil Service bpay is 14 per cent. To keep the settlement,
which involves increases averaging 183 per cent, within the A
14 per cent cash limit certain steps had to be taken. We have imposed)|

a reduction of about 231 ber cent in manpower costs and required the

Ssettlement to be staged.

Yours Sincerely,

(sgd) M T

Geraint Morgan, Esq., Q.C., M.P.
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Civil Service Department
Whitehall London SW1A 2AZ
Telephone 01-273 3000

Minister of State

The Rt Hon Sir Keith Joseph Bt MP
Secretary of State

Department of Industry

Ashdown House

123 Victoria Street :
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EARLY RETIREMENT TO SECURE MANPOWER SAVINGS

Thank you for your letter of gy/zfril. I am replying immediately
to clarify that the proposed dcheme of Voluntary Early Retirement
(VER), designed to help get staff numbers down quickly, does not
prejudice future action on a more flexible arrangement for

selective premature retirement, designed to deal with problems of

staff quality.

The Voluntary Early Retirement Scheme about which I wrote to you
on 15 April is designed as a quick, limited operation related
entirely to the need which departments have told us they foresee
to get large numbers of staff off their payrolls very quickly if
they are to meet their cash limits for 1980-81. It is intended to
help departments in retiring staff early before they have had time
to go through the fairly lengthy redundancy procedures. I am glad
to see that those colleagues who have already replied generally
think this proposal might be of some help.

Apart from the immediately pressing problems of staff numbers, I
recognise, as you and colleagues have suggested, that difficulties
can arise through staff who are no longer fully effective. My
letter of 22 February to you asked colleagues for information about
the kind of case which cannot be dealt with under the existing
criteria, but which still justifies the substantial compensation,
at the taxpayers' expense, which premature retirement entails. My
officials have yet to receive the sort of factual information which
would assist them in working out a new "public interest" criteria
to meet this need. It would be most helpful if they could receive
that information as soon as possible. But that need not prejudice
the modest scheme I have in mind at this stage.

I am sending copies of this letter to members of the Cabinet and
Ministers in charge of departments.

PAUL CHANNON
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2u- April 1980

Paul Channon Esqg

Minister of State =
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Thank you for your letter of 15 Apfil préposing the introduction (7
of a Voluntary Retirement (VER) sCheme to facilitate the cuts ’

in Civil Service manpower and to assist Departments in keeping
within their pay and manpower cash limits for 1980/81.

I appreciate the object of your proposed scheme, but I have
to say that iT does nofi fackle the problem to which I drew
attention in my letter of 6 March and which, judging by the
stbsequent correspondence, is faced by many of our colleagues.

The main problems associated with achieving the reductions in
manpower costs in my Department are not those associated simply
with getting the numbers down, since the general level of
natural wastage is more than adequate to do this. The more
difficult problems are to lose the staff where we want to lose
them, to get reductions in the number of senior grades, where
wastage is much lower, as well as in Jjunior grades, and to
maintain and improve the efficiency and morale of the Department
in this process. To tackle these problems we shall need, as I
know you recognise, something more than a scheme of voluntary
early retirement. We need a scheme which will enable management
selectively to retire early, on decent and honourable terms,
staff who are no longer up to the standard we want, because they
no longer have the necessary energy, adaptability, determination
or skills.

I would not wish to stand in the way of any of our colleagues
who would find a VER scheme helpful. For my part, however, I
revert to my letter of 6 March and I hope it can be agreed that
a scheme embodying the features I suggested can be worked out.

UL Ve ns




I am copying this letter to Cabinet colleagues and Ministers
in charge of Deparéments.
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EARLY RETIREMENT TO SECURE MANPOWER SAVINGS

Thank you for sending me a copy of your letter of 15 April to
Keith Joseph.

I have no objection to the introduction of a VER scheme along
the lines you propose, although I doubt whether there would be
many takers. It is probable that those who consider themselves
under threat would hope to get full VPR terms in due course.

Copies of this go to the recipients of your letter.

Cuv—r

Y
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Paul Channon Esq MP
Minister of State

Civil Service Department
Whitehall

LONDON SW1
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Treasury Chambers, Parliament Street, SWIP 3AG
O1-233 3000

Paul Channon Esq MP 27 April 1980
Minister of State
Civil Service Department

WSy

CIVIL SERVICE RETIREMENT POLICY

You sent me a copy of your letter of 22 Fqgrﬁéry to Keith
Joseph about early retirement of civil servants.

I agree that the existing procedures for the premature
retirement of individuals who do not fall within the
definitions of inefficiency or limited efficiency, but

for whom early retirement would be desirable in the public
interest, are cumbersome. I have, since receiving your
letter, asked for figures about the various grounds on
which people have been retired prematurely from my four
Departments (which between them employ rather over 117,000
people). For the three years 1977-79 the total figures
(excluding those on medical grounds) are as follows:-

Retirement on structural grounds Ly
Voluntary premature retirement 36
Voluntary early retirement

Limited efficiency

Inefficiency

Redundancy

*

* Four out of five from National Savings, where a
mechanisation programme has been taking place.

There are also some cases where individuals resign
following poor annual reports rather than waiting for
compulsory early retirement.

/It would be
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It would be helpful to management to have more flexibility,
and I have accordingly asked my officials to refer any
appropriate cases to your Department for consideration

in due course.

As you say, the cost to the taxpayer of compensating

staff for early retirement is a factor which has to be kept
in mind, but efficient management of the Civil Service is

a vital objective and all the factors must be taken into
account in determining the appropriate level of compensation.

I am sending a copy of this letter to the recipients of
yours.

GEOFFREY HOWE
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PMG Note 29/80

CIVIL SERVICE PAY

The non-industrial Civil Service pay award for

1980/81 is not 257%. Tt st 1827,

The much-quoted 25% is the year-on-year increase

for central government pay costs. About one-third

of it results from delayed 'catching up' awards

inherited from the last Government.

Moreover, the 183% Civil Service award for 1980/81
has to be contained within cash limits allowing for
only 147 increased pay costs. The difference of

437 will be covered by staff reductions and postpone-

ment of the starting date.

So far from the Government having set a 257 'going
rate' for pay claims in this round, it is in fact
enforcing a limit of 147 increase in pay costs =

and making manpower economies to achieve it.

Private sector and other unions, please copy!

Paymaster General's Office
Privy Council Office

68 Whitehall

London SW1

23 April 1980
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EARLY RETIREMENT TO SECURE MANPOWER SAVINGS

Thank you for sending me a copy of your letter of lb/ﬁ;ril to
Keith Joseph, to which you attached a draft scheme for Voluntary
Early Retirement.

If the scheme you now propose is designed to meet the request for

more flexibility in offering premature retirement, as expressé€d

in Keith Joseph's letter of 6 March and almost unanimously supported
by other Secretaries of State and Ministers in charge of the
Departments, then I am bound to say that I think it will do very little
to help some of us solve our problems. VER is likely to be

attractive only to those officers in the last few years of their
service who have already accrued 40 years of reckonable service for
pension purposes. One guess is that there will be very few volunteers
and not necessarily the people we could most easily spare.

It is our aim to produce a smaller and more efficient civil service.

In my view VER will do little to meet the first aim and nothing to
provide the second. What we need is a procedure which will allow us

to offer quick and painless retirement toofficers who are no longer

fully effective in their present jobs and who cannot usefully be

deployed elsewhere. That I believe can best be done by an extension

of the provisions for VPR. The immediate cost would be greater but

in the middle and long term would almost certainly be more cost
effective. But of course I would not object to VER being made available |
on a truly voluntary basis to those Departments whom it might help.

I am sending copies of this letter to the recipients of yours.

R
S

D A R Howell
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Early Retirement to Secure Manpower Savings

You asked for advice on Mr. Channon's letter of lLES/th"April to

Sir Keith Joseph about the possibility of introducing a new and faster scheme
for Civil Service redundancy (Voluntary Early Retirement = VER).

Mr., Channon has asked colleagues for comments by 30th April and there is
no reason for the Prime Minister to weigh in at the present stage, There
are however two points about the proposed scheme of which you should be
aware., These are:-

() Present accounting practices mean that, while the cost of wages is
borne on Departmental Public Expenditure allocations, the cost of
pensions and associated lump sums is financed from the provision
for common services. Thus, VER would enable Departments to
keep within their individual cash limits at the expense of greater
costs = perhaps in the first year exceeding wage costs - on public
expenditure as a whole, The Chancellor will be dealing with this
point in his response to Mr. Channon: it would of course apply to
existing plans of redundancy as well,

(b) As Mr. Channon says, VER is less generous to staff than the existing
arrangements for Voluntary Premature Retirement (VPR). The
qualifying circumstances for each will differ and staff, otherwise
attracted by the prospect of early retirement, can be expected to opt
for VPR whenever this possibility is open to them. In practice,
staff will have to gamble on the certainty of VER when offered to them
against the possibility of VPR if they refuse., This makes it very
difficult to know in advance how effective VER would prove to be if
adopted as policy - though it could prove very attractive to older
staff (the closer they are to retirement the less the gap between VER
and VPR).

22nd April 1980

RESTRICTED
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PRIME MINISTER

SENIOR POSTS IN THE CIVIL SERVICE

Th you for sending me a copy of your Personal Minute of
31/ March.

2 My officials have been conducting an examination of the role
and structure of the Northern Ireland Office and expect to be able
to recommend the abolition of one Permanent Secretary (NICS) post
during the present financial year. The removal of this post, which
equates to a Deputy Secretary in the UKCS, will represent a saving
of 7% of senior staff. And we recently suppressed the post of
Clerk to the Assembly, which was occupied by the equivalent of a
Permanent Secretary (NICS).

e I shall be examining critically all levels of my Office, even
including those directly concerned with Law and Order or other
reserved and excepted matters, as work on the establishment of a
devolved Administration progresses: the size and shape of the
Northern Ireland Office will depend critically on this.,

4, I shall, of course, be examining the application of the criteria
in your minute to Northern Ireland Departments, although savings in
the relatively small number of senior posts - about 30 - may not be
easy to find.

Sie I am copying this minute to the recipients of yours.

;7 April 1980
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PRIME MINISTER

Following Cabinet discussion about the 1980/81 Civil Service
manpower squeeze, a number of Ministers have pressed for greater
flexibility on voluntary redundancy. Mr. Channon is now inviting
colleagues to agree a scheme for voluntary early retirement,
allowing staff over 55 to draw full pension entitlement and
associated benefits if they reti;gmgy 30 September 1980. The
scheme would be introduced within particular grades or specialisa-
tions in surplus in a Department at a particular location, and
would only be introduced when it was clear that other measures

would not generate the necessary savings.

Mr. Channon also reports that some formal redundancy still
seems inevitable to meet the 1980/81 sav{HEETAEnd that the proposed
scheme will not completely avoid this. But, by adding this scheme
to the existing arrangements, Mr. Channon hopes to limit compulsory
redundancy to one or two small pockets of surplus in geographical

and specialist areas.

Subject to colleagues' views, content that Mr. Channon should

proceed on this basis?

¥ iy
/1 b pa,
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Civil Service Department
Whitehall London SW1A 2AZ
Telephone 01-273 3000

Minister of State /

M /5 April 1980

The Rt Hon Sir Keith Joseph MP
Secretary of State for Industry
Ashdown House

123 Victoria Street

LONDON SW1E 6RB
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EARLY RETIREMENT TO SECURE MANPOWER SAVINGS

At c€(80)9th Meeting, Cabinet agreed that only as a last resort
should compulsory redundancies be adopted as a means of achieving
manpower cuts and they invited me to consider, in consultation
with other Ministexs, the possibility of improved terms for
premature retirement from the Civil Service. I have taken this
to mean that Cabinet was seeking ways of speeding the procedures
rather than increasing the financial benefits.

The present premature retirement arrangements in the Civil
Service include a category for redundancy and the Model Redundancy
Agreement (MRA) provides for voluntary redundancy (VPR) as one of
the measures to be taken to deal with a surplus of staff before
compulsory redundancy. Both categories of redundancy carry full
entitlement to compensation on terms which are certainly not
ungenerous. If, however, the requirement is for large numbers of
staff very rapidly to leave the payroll, the main option for
consideration seems to be to introduce a special scheme of
Voluntary Barly Retirement (VER) before the scale of redundancy
is established.

I attach a draft of such a scheme. If adopted, this could produce
results quite quickly and it would certainly be cheaper than the
existing redundancy arrangements. This is because there would be
no compensation element (other than that involved in the immedisate
payment of the earned pension) as the staff would in effect be
choosing to retire early before a formal redundancy was declared.
But in order to justify this to the public, eg against the charge
that we were extending the duration of inflation-proofed pensions,
I am sure that we must be quite strict in applying the scheme to
ensure that it is operated only where there is an immediate staff
surplus and that it results in genuine staff reductions. We could
not allow promotions or recruitment to fill gaps caused by those
who leave on early retirement terms. To avoid the risk of incurring
potentially heavy costs of transferring staff between locations,
offers of VER should be confined to staff in the geographical
location of the surplus.

RESTRICTED
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We may run into difficulties with the National Staff Side,
who have warned us several times that they are not in the
business of agreeing to VER, which they see as defrauding
their members of the greater benefits of full VPR. I think
we should press ahead with the scheme, even at the risk of
some temporary worsening of relations with the Staff Side.
(Indeed, if they find their members welcome it their own
attitude may well change.) It will of course be very important
in promulgating the scheme to make it absolutely clear to
staff that if they choose to apply they will be forfeiting
the chance — but not the certainty, so that is the judgment
they have to make for themselves — of being able to get full
VPR terms later. Departments must not be open to any charges
of having misled staff about the options before them.

There is a further point to which I should draw colleagues'
attention. It may be necessary to offer VER not only to the
more senior grades but also to some recruitment grades. This
is becauf®e there are some gredes=MTTTH are bDOLN recruitment
and retirement grades and some of them deal with a disparate
range of work. It is possible, therefore, for example in the
P and TO II grade, that there will be a need to dispense with
some of the surplus elderly staff by means of early retirement
and at the same time to be recruiting younger people (quite
possibly in smaller numbers) to the same grade and in the

same department. In most cases these will be for entirely
different work for which those who are being retired would not
be suitable. I believe this is entirely defensible and I draw
it specifically to your attention only because of the risk of
public criticism.

T should be glad to know whether colleagues would be content
for me to proceed with the introduction of a VER scheme along
the lines I have described. If it is to be introduced and be
effective in contributing to the savings needed for 1980/81,

we shall need to move very quickly and I should be grateful for
comments by 30 April. I should perhaps add that some
preliminary discussions between my officials and departmental
Establishment Officers have indicated that some formal *
redundancy seems inevitable and that it is unlikely to be
completely avoided by a VER scheme. On present evidence,
however, it seems likely that the bulk of the remaining
redundancy will be able to be dealt with on the basis of -
volunteers taking their full VPR terms. I hope that, with

the possible exception of small pockets of surplus in geographical
and specialist areas, we shall not have to have recourse to
compulsory redundancy.

I am copying this letter to Cabinet colleagues and Ministers
in charge of Departments.

PAUL CHANNON
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DRAFT SCHEME

VOLUNTARY EARLY RETIREMENT

This scheme is designed to assist in reducing
departmental staff surpluses arising in 1980-81. Subject
to the conditions set out below, departments may declare
a programme of Voluntary Early Retirement in the Public
Interest (VER) under which eligible staff may then apply
to be considered for .retirement before the retiring age
with immediate payment of accrued pension and associated
lump sums benefits. Such retirements must be effective
by 30 September 1980.

2. The provisions of this scheme are designed to assist
departments to keep within their Pay and Manpower cash
limits for the financial year 1980-81. Any proposal to
apply the scheme for other or later surplus situations

or to extend the concept for other reasons will be

considered ab initio in the broad context of retirement/

superannuation policy.

PRELIMINARY MEASURES

3. Before proposing a scheme of VER, a department will

be expected in discussion with its Departmental Staff

Side to have reviewed a number of preliminary steps,
including for example curtailment of recruitment and

local transfers within a department and between departments.
If such measures appear to be insufficient to achieve

the necessary saving, proposals for a VER programme may

be put to the Civil Service Department.
1
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POLICY
4. Having regard to the provisions of paragraph 3 above,
departments may apply to the Civil Service Department for
authorisation to declare a programme of VER. Authorisation
may be given in the following circumstances:
8. when a department envisages difficulty in keeping
within its Pay and Manpower cash limits for 1980-81
and retaining an efficient staff structure, even
after taking the preliminary measures prescribed above;
or
b. in exceptional cases a department may cooperate
with other departments in a given location in an
extended VER scheme under which posts in one
department can be made available to absorb surplus

staff from another.

5e A VER programme will normally apply to a defined grade
or specialisation in surplus in the department in

a particular location (subject to paragraph 4 b. above).
ELIGIBILITY OF STAFF

(53 Once a department declares a programme of VER, it will
invite applications to retire early from staff in the

defined grades and locations who are covered by the PCSPS

and who are aged 55 or over, or who will reach age 55 by

30 September 1980.

MANAGEVENT IN CONFIDRE 77
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Te Departments have discretion to refuse an application
for VER if there is an overriding requirement to retain
the officer in the public interest. Applications from
eligible staff must be processed in time for the retirement
to take effect by 30 September 1980.

TERMS

Ble An officer retired under a VER programme will receive
a pension and lump sum benefit, calculated as provided in
rule 3.1 of the Principal Civil Service Pension Scheme

on his pensionable pay and reckonable service at the date
of actual retirement. Reckonable service will not be
enhanced and there will be no compensation payments but,
notwithstanding rule 3.11 of the Scheme both benefits will
be paid immediately.

9. Officers whose application for VER is approved will
be required formally to give their employing department
one month's notice of their retirement if monthly paid
(one week if weekly paid), but an earlier or later release
date may be decided by mutual agreement confirmed in
writing. Departments should bear in mind, however, that
pension awarding departments normally need to receive an

application for an award of pension one month before the-

date of retirement (vide Code paragraph 9391) and officers

should be warned that their superannuation benefits may not
be immediately available on the day after retirement if

the agreed release date allows insufficient time for the

3
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award to be made. No interest will be paid on pensions
and lump sums that are delayed for these reasons.
Departments should, if asked in relation to entitlement
to unemployment benefit, explain that the officer
concerned retired under the VER scheme, and should make

it clear that he or she did not voluntarily resign.

"r (34 | f\f\,;'\\"_'!‘\_r'f\ L o







15 April 1880

The Prime Minister twas grateful for
Mr. Channon's report on staging of the Civil
Service pay settlement, in his minute of
i4 April.

I am sending a copy of this letter to
David Wright (Cabinet Office).

M A PATTISON

G.E.T. Green, Esq.,
Civil Service Department.
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CIVIL SERVICE PAY SETTLEMENT: STAGING

PRIME MINISTER /W
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After discussion with the unions on possible staging arrangements
for the Civil Service pay settlement, I have decided that the best
course is to implement the new pay rates from 7 May. No increases
will be paid from 1 April but the full rates will count for pension
purposes from that date.

As expected, we are having to impose staging on the unions. They
objected most strongly to this breach of the Pay Agreement. They
could not agree on which staging arrangements would be least
objectionable to them. Several unions, including the CPSA (the
largest) found the single stage from 7 May the least objectionable.
Others favoured different patterns.

A single stage from 7 May for all grades is the best choice for two
main reasons. First, it will resolve the problem at the earliest
date. Secondly, it is much the simplest option to administer. Other
solutions could have caused serious anomalies and involved much extra
work in departments.

As I mentioned in my minute of 2 April, the SCPS and CPSA need to
consult their members about the new pay rates offered. Provided
that there is no hitch over that, most civil servants should receive
the increases with their May salaries. I do not expect to know the
outcome of any of the remaining negotiations (mostly Science and P&T
grades) before the end of this month. I will report on these as
soon as possible.

I am sending copies of this minute to all members of the Cabinet,

and to Sir Robert Armstrong.
M’

PAUL CHANNON

/ [ april 1980
CONFIDENTIAL







SCOTTISH OFFICE

VWHITEHALL, LONDON SWIA 2AU

Paul Channon Esq MP
Minister of State
Civil Service Department

Whitehall
LONDON SW1 ;1’
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3 April 1980

CIVIL SERVICE PAY AND CASH LIMITS

You wrote to me on 7 mérch about the application of the 2%
reduction in 1980/81 to the wages and salaries costs of my
Departments and other public bodies listed in an Annex to your
letter.

You say that the reduction will be applied to the Scottish Office
with the exception of prison outstation staff. I assume that
this exception will apply (as it has done in relation to other
reductions) to the staff of the State Hospital also. Exactly
the same arguments apply to the State hospital staff as to prison
staff.

In the case of the grant to the Legal Aid (Scotland) Fund, I

am assuming that the 21% reduction applies only to the salaries
element of the grant. In 1980/81 the salaries are estimated to
account for £1,108,000 of the total grant of £2,070,000. It would
be consistent with your overall approach and the Parliamentary
announcement of 14 March to apply the reduction only to what can
be regarded as the cost of salaries. I hope that you can accept
these two points.

Approved by the Secretary of State
and signed in his absence

GODFREY ROBSON
Private Secretary
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I am glad to tell you that agreement has now been reached on the Pau |
1980-81 pay rates for most of the Civil Service grades.
Three uncertalntles, however, remain. First, the two largest 7
Unlons (the SCPS and CPSA) need to obtain the approval of their
members though their Executives are recommendlng acceptance.

dlscu551ons on staging. Thirdly, settlements have yet to be
negotiated for some grades (mainly Science and Professional and
Technology (P&T) grades), whose pay research surveys were received
late from the Pay Research Unit. Making allowances for the grades
whose pay has not yet been settled, the average increase in a full
year is 18.75%. This is in line with what Cabinet authorised.

You will recall that there is to be a manpower squeeze, and the
settlement is to be contained overall within the 14% Cash Limit.

The formal position of the Unions is that they cannot accept
staglng (which is a breach of the Pay Agreement but is hecessary
t0 recon01le the cost in 1980-81 with the 14% Cash Limit).
Discussions are now taking place. We shall almost certainly have
to impose this on them. W& cannot rule out the possibility of
Eﬁﬁgwlndustriéi“ébtlon over staglng. But I am reasonably
op%IﬁIétlc. (We shall make it clear to the Unions that the new
pay rates will not be implemented if industrial action is taking

place over staging.)

There may be some trouble later with the Institution of
Professional Civil Servants (Science and P&T grades) when their
negotiations are further advanced. You will remember our
difficulties last year.

CONFIDENTIAL
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There is a Parliamentary Question down for answer tomorrow which
should be a convenient way of amnouncing this. I will report
again as soon as possible on the outcome of the staging
discussions.

Copies of this minute go to all members of Cabinet and to
Sir Robert Armstrong.

o

PAUL CHANNON
2 April 1980

2
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ELIZABETH HOUSE,
YORK ROAD,
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01-928 9222

FROM THE SECRETARY OF STATE

Paul Channon Esq MP

Civil Service Department

Whitehall : b

LONDON SW1A 2AZ : < April 1980
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You wrote on 22 Fgbruary about early retirement for Civil Servants.

Although my Department has managed reasonably well so far with &he
existing provisions, we find them time-consuming and of limited
application. Given the staffing situation into which we are moving,
I agree with other colleagues that we need a management process
which will give greater flexibility and will absorb less time and
ENEergy.

The same considerations apply, and with equal cogency and urgency, in
other public services (like education) where the Government is
concerned on the one hand to run down staff numbers quickly yet, on
the other, to maintain or improve the overall quality of the force
remaining in service. It seems to me important that this should be
followed up energetically, with application across the whole of the
public service and especially where our policies require contraction.

I am copying this letter to the recipients of yours.

‘1

me Roww
[ S—

r’.’

“MARK CARLISLE
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10 DOWNING STREET

THE PRIME MINISTER

Personal Minute
No. M3 (%o

HOME SECRETARY

Senior Posts in the Civil Service

It is important that the reductions in Civil Service staffing
should apply in equal proportions to the senior ranks in the Civil
Service as well as to the junior. It would be wrong, and open us
to public criticism, if senior ranks were to be left untouched
while junior ranks are being substantially reduced.

So far, this necessary reduction has not happened. Staff at
Under Secretary level and above have only been reduced by 4 (0.5%)
since April 1979, while the Service as a whole has come down by

24,000 (around 3%). We must improve on this.

Ministers must of course be properly supported. We have had,
and shall continue to have, a crowded programme of our own making.
I realise that external forces, including the new Departmental
Select Committees, are increasing the pressures on Ministers and
their senior officials still further. Nevertheless, we must be as
rigorous about staffing at senior levels as everywhere else. The
Minister of State, Civil Service Department, has, with my support,
instructed his officials from now on to adopt a very stringent line,
and to challenge any posts about which there are doubts. All
proposals for new posts at this level will be turned down unless
the case is both urgent and established up to the hilt.

/ I ask my colleagues
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I ask my colleagues to adopt the\same attitude, to comb
out all senior posts which are not essential and not to seek to
\
create new ones unless they are both urgent and essential.

Copies of this minute go to all Cabinet colleagues, the
Minister of Transport, the Minister of State, Civil Service
Department, Sir Robert Armstrong and Sir Ian Bancroft.

a»cM

st T

31 March 1Y80
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Thank you for sending me a copy of your letter of 22 ﬁg?;aé;y to Keith Josephe.

I shonld like to support the suggestion which he has made in his reply to you of
6 March that Departments should be able to suggest retirement on public interest
terms to officers in the last few years of their scrvice where this makes sense
on mansgement grounds and where the individual concerned is willing to go. As

I told you recently such arrangement could be a considerable help in enabling
vs to achieve the staff reductions to which we are committed without running
into all the problems associated with the declaration of formsl redundsncies.

I am copying this letter to other Ministers in charge of Departments.

\\\,/), :

NG

/

Paul Channon Esq MP
Minister of State

Civil Service Department
Whitehall

TONDON

SW1A 2AZ
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MINISTER OF STATE, CSD Y\

Civil Service Pay and Cash Qf?tw

Limits: Manpower Reductions

1. I have looked carefully at your proposals on how the
Diplomatic Service and its Communications Division might
absorb the effects of the 23% regime. I have also
considered your proposals for staffing the Passport Office
in line with the increase in demand for passports.

2. Let me say straightaway that I do not accept the
implications of paragraph 2 of the Chancellor's minute

of 20 March for the conduct of our foreign policy. That
issue can be argued separately. As far as the immediate
problem is concerned, I am ready to go along with the
proposals set out in your minutes of 14 March.

o I am minuting separately about the British Council.
4. I am copying this minute to the Prime Minister, the
Chancellor of the Exchequer and to Sir Robert Armstrong.

—r

Ve

(CARRINGTON)

Foreign and Commonwealth Office

27 March 1980
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Civil Service Department
Whitehall London SW1A 2AZ
Telephone 01-273 3000

Minister of State

NRCMm .
The Rt Hon Humphrey Atkins MP
Secretary of State ﬁ*LJ qi
Northern Ireland Office 2w
Great George Street
LONDON SW1P 3AJ 2.( March 1980

CIVIL SERVICE PAY AND CASH LIMITS: MANPOWER REDUCTIONS

Thank you for your letter of 18 March in which you list the areas
you would like to see exempted from the 23% reduction in manpower
cosits.

The +treatment given to the Police is a matter for the Treasury.
For the rest, in view of the difficulties you face, and the very
small cost of exemptions (over and above prison service out-

station staff which I have already proposed to exempt) I am
content not to press you for a firm commitment to make the 2%
savings. I am glad to note, however, that you will nevertheless
look for savings of up to 23% in these areas.

Copies of this letter go to the Prime Minister, the Chief
Secretary, and to Sir Robert Armstrong.

\

PAUL CHANNON

MANAGEMENT IN CONFIDENCE




with compliments

MINISTER OF STATE

CIVIL SERVICE DEPARTMENT
Whitehall, London SW1A 2AZ
Tel 01-839-7733Ext
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I repeat that the civil
service is still on the way
down and will this year drop
below 700,000. The  direction
is firmly down, not up, and
the Government intends to
keep it that way. — Paul
€hannon, Minister of State,
Civil Service  Department,
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EARLY RETIREMENT

Thank you for sending me a copy of your letter of 22 Tebruary to
Keith Joseph about early retirement.

I share your objectives but would like to offer some comments.
Premature retirement is unlikely to help more than marginally in

our current campaign to reduce the size of the Civil Service. For

a start I doubt if more than a handful of reporting officers have
been prepared to give the kind of marking in annual reports on which
a case for compulsory limited efficiency retirement can be based.

S0 combined with the requirements in the Civil Service Conditions

of Service Code for warnings, time for improvement, notice and so
on, it is clear that the scope for early action is limited. ZTYurthee-
more, few people are willing understendably to offer themselvesg

for retirement on grounds of "limited efficiency" however

attractive the terms.

I believe, therefore, that if early results are to be achiered

some new arrangemnents are needed whereby management can initiate

and decide upon staff for retirement "in the public interest"
basically because they are not up to the job. In particular,

those staff who can "get by" in their present posts, or even do
quite well in posts of limited scope. But we must recognise the
personal pride of the people concerned and as far as possible get

rid of concepts like "limited efficiency" or "in the public interest'.
There are Jjobs that need younger people or that much more energy,
and where early retirement is a kinder and more reasonable option
than moving someone to a sinecure or a lower grade job. Management
must be able to invite such people to depart with dignity. Iy
officials will be in touch with yours about people in this category.

I am sending a copy of this letter to all Ministers in charge of
Departments.

DA —

\,\ g

W

MICHAEL HESELTINE

Paul Channon Esq MP
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Paul Channon Esq MP

Minister of State

Civil Service Department

Wnitehall

LONDON : ::Z

SW1A 2h2 l March 1980

EARLY RETIREMENT ' A

Thank you for sending me & COPY of your letter to Keith Joseph of 2g/Fébruary‘A}¢{““
about early retirement. I have since seen copies of his reply of 6 March and | .«
those from Norman Fowler and David Howell. v vequest '
I would strongly endorse the view that there should be some form of premature
retirement on public interest grounds, operated selectively on the invitation of
management. An arrangement of this kind could be used much more flexibly than
anything available at present, because even the most rigorous possible application
of the existing compulsory retirement procedures is only likely to make a very

limited contribution to achieving manpower economies and greater departmental
efficien%y.

As you say in your letter, premature retirement involves substantial compensation
costs. These costs arise mainly in the first year, but they should be more than
offset by savings in subsequent years, particularly if the retirements can be
matched with manpower savings. I hope therefore that greater and more flexible

use of premature retirement will not be ruled out on a narrow consideration of'
first year costs.

My officials will be in touch with yours about officers who should be retired but
for whom the existing compulsoIy retirement procedures are not appropriate.

T have copied this letter to other Ministers in charge of Departments.

George Younge!
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Treasury Chambers, Parliament Street, SWIP 3AG
01-233 3000
2/ March, 1980

The Rt. Hon. Sir Keith Joseph, MP.,
Secretary of State for Industry,
Department of Industry,

Ashdown House,

123, Victoria Street,

LONDON ,

SW1E 6RB

B e

REDUCTION IN THE SIZE OF THE CIVIL SERVICE

John Eiffen has passed me Paul Channon's letter to you of
28th February.

Since Paul does not propose legislation before next session,
we have a little time in hand, which we might use to look at
some more fundamental questions. Paul implies that existing
control arrangements are satisfactory. My understanding is
that, so far as nationalised industry board members are
concerned, this is far from true: many remain in staff
schemes after elevation to the Board, and we have, since
1972, had no effective control over such schemes. Some
examples of the results this has produced in individual
cases in recent years are annexed. Ought we not to look
first at the more fundamental guestion of whether we ought
either to reimpose full control or, more radically, abolish
control entirely, rather than perpetuate the present muddled
compromise ?

So far as Paul's actual proposals are concerned, I would wish
to see the proposed CSD guidance before reaching any decision.
Pensions policy and practice is not static: there are always
pressures for improvement. I would want to see how it is
proposed to accommodate changes in the future, and to maintain
a broad consistency. Otherwise there must be risks of an
expensive 'bidding up' process.

In all this we must not overlook the relationship that Paul
Channon's proposal might be thought to have with our wider
stance on inflation-linked pensions, and the independent

/enquiry
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enquiry which we have decided to set up. Obviously the

two matters are separable, but many people will see them as
linked. If we were to proceed in the way I suggest, this
work would run in parallel with the independent enquiry.
And so far as legislation goes, I think we might well be
wise not to commit ourselves to introducing a Bill in this
general area ext Session until we know how the independent
enquiry is going, if only to make sure that we saw no
difficulty, in the wider context, of exposing this whole
question to debate in the context of a Government Bill.

I would not wish to prejudice potential staff savings without
very good reason, but we have time in hand. Indeed, it is
possible that further consideration could lead to greater
savings in other departments. I would therefore suggest,

if colleagues share my views, that officials might be
instructed to prepare a more fundamental paper on control
options for us to consider before we decide on the present
proposal.

I am sending copies of this letter to the recipients of
Paul's, and additionally, with a copy of Paul's letter,
to the Prime Minister. e

GEOFFREY HOWE

CONFIDENTIAL




21 March 1980

This is to confirm that the Prime
Minister is content that Mr. Channon should
write to the Evening Standard today about
their article yesterday on Civil Service
numbers, but she would like him to delete
the last paragraph of the draft which he
sent with his minute of 20 March.

T P LANKESTER

Geoffrey Green, Esq.,
Civil Service Department.
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Treasury Chambers, Parliament Street, SWIP 3AG 0
01-233 3000
Lo

PRIME MINISTER

CIVIL SERVICE VOTE: CASH LIMITS: FCO, PASSPORT OFFICE
AND THE BRITISH COUNCIL

I have seen the recent correspondence on these subjecﬁé

starting with Peter Carrington's two minutes of 12th’ March

to you, and his further minute of 26th February to Paul Channon.

2l I am sure Paul is right in arguing that neither the FCO
nor the Passport Office should be exempted from the 21 per
cent reduction in manpower costs. We must keep exemptions
to the barest minimum. If we accepted Peter's arguments
other colleagues would promptly advance equally good cases.
I do not go along with his thesis that an expansion of
diplomatic effort and activity is more fitting for a country
in our present position than the converse. Surely that
effort and activity must be commensurate and compatible with
our economic performance - and must not over-reach the
resources at our disposal? And the first essential must

be for us to be seen to bergetting the economy right.

o It is my firm belief that the FCO, like other departments,
can find these savings without damage to our essential
interests. Some of these savings will accrue as integration

of the FCO and ODA "wings" of the department gets under way -
particularly through getting rid of duplication and overlap.

M On the separate issue of the Passpert.Office, I will

say at the moment only that I agree with Paul Channon that

to provide a given number of extra staff to meet a given

CONFIDENTIAL
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increase in demand would tend to ossify present procedures,
and inhibit economies of scale; and that the 2} per cent

rule should apply, to whatever staffing level is necessary,

as a means of improving productivity. I am considering

the points you made about the accounting arrangements and
will write again later about this.

S As to the British Council, I see no case for special
treatment. Our decision to reduce the Council's budget by
£3.9 million, staged over 3 years, was a compromise. (I
personally remain convinced that a further £4 million could
be saved by selective cuts, particularly in Council activities
in Western Europe and the English-Speaking world.) Moreover,
we agreed that the Council's staffing standards and

structure must be reviewed. Many of us believe that their

establishment has been soméwhat lavish. The reduction of
over 500 posts in 1980-81 (to which Peter Carrington refers)
will be met almost entirely from vacant posts which had

been included in the Council's estimates.

6. I am sure that the Council can find a saving of

£0.8 million, out of a total budget of §£41 million, without
B et L \17

the dire consequences which they predict. I note Michael

Jopling's assessment of the possible consequences if the
Council Board were to resign. We must guard against such
extreme reactions by putting the squeeze in perspective to

their total Council budget, and explaining that theymafg—

being treated on all fours with the rest of the public service.

Tt I am copying this to Peter Carrington, Paul Channon,

o

(G.H.)
20 March, 1980

and Sir Robert Armstrong.
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PRIME MINISTER

There is a wholly misleading and unfair leading article in the °
Evening Standard to_night. I would like your permission to reply
to what is a very damaging charge. If you agree, I enclose the
text of a letter I would like to send - but this could easily be
altered if you do not like the style.

=

C

PAUL CHANNON
20 March 1980




Last night the Evening Standard said I did not know what
I was talking about when I stated that by December the

Civil Service numbers would be near the lowest for 10 years.

I hate to have to say it but it is the Evening Standgrd,

not I, which does not know what it is talking about.

Last April, before the General Election, the Civil Service
was 732,000, This January the numbers were 708,000. Next
year they will be substantially lower. What my Department
said in evidence to the Select Committee was that owing to
the need to provide more Prison Officers and to pay more
social security benefits, there will be some increase in
these areas. But the total number will still continue to

go down.

The Labour Party planned for a Civil Service in April 1980
of 748,000. By April 1981 the numbers will in fact be at
least 50,000 below this. This has been achieved through
hard work by Ministers to cut out waste, to increase
efficiency and reduce the functions of Government. It is
very disheartening when the Evening Standard instead of

helping, Jjust criticises unfairly.

The proof of the pudding will be in the eating. I repeat
that the Civil Service is still on the way down and will

this year be below 700,000.




In fact I am prepared to bet the Evening Standard that

on 1st April 1981 it will be¢/ 698,000 or lower, ie 35,000

lower than when we won th¢/ Election and 50,000 lower than
the Labour Party planned for. I will give £10 for every
thousand we are above fthis figure to any charity the
Evening Standard capes to name, if you will give £10 to a
Civil Service charAty for every thousand we are below it.

Will you take m

PAUL CHANNON
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. SIR DEREK RAYNER

CIVIL SERVICE NUMBERS AND COST: A MANPOWER POLICY

wh-ap
Thank you very much for your minute of 13VMarcL.

If the Prime Minister is content, I would be quite happy to put
forward the main paper on manpower policy for discussion at the
proposed special Cabinet meeting. I do, however, think it would be
useful for us to have a talk before then and our offices are in
touch to arrange an April meeting. I shall let you have a paper
which could perhaps serve as the basis for our discussion.

I notice that in paragraph 12 of your minute of 13 March, you
mention that in your visits to local offices you found a number of
things of which less could be done. On occasions like this I know
it is difficult to be specific but if you could let me have any
details I will follow them up with the Departments concerned. We
must not let any opportunity slip!

I am copying this minute to the Prime Minister, Chancellor of the
Exchequer, Sir Ian Bancroft and Sir Robert Armstrong.

(//
| ‘/‘

PAUL CHANNON g (\_
20 March 1980 }
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NORTHERN IRELAND OFFICE
GREAT GEORGE STREET,
LONDON SWIP 3AJ

SECRETARY OF STATE
FOR
NORTHERN IRELAND

Paul Channon Esq MP

Minister of State

Civil Service Department

Whitehall -

LONDON SW1A 2AZ : 18 March 1980

L 2

CIVIL SERVICE PAY & CASH LIMITS: MANPOWER REDUCTIONS
Thank you for your letter of Z/March.

My officials tell me that, in addition to Prison Officers, the
Police will be exempted from the 21% reductions in manpower

costs. This is of course absolutely sensible. You will also
recall that last year we and the Treasury agreed, as I recorded

in my minute to the Lord President of 25 July 1979, that my

"hard core" law and order programmes, rigorously defined to
include only my Liaison Staff, Director of Public Prosecutions'
Office, Crown Solicitor's Office, Probation Service and Forensic
Science Laboratory, had to be exempted from arbitrary staff cuts
if the fight against terrorism was to continue. I propose
therefore that these areas should continue to be exempted from
arbitrary cuts and to seek savings in them by promoting efficiency
and eliminating waste, getting as near to the 2}% saving as we can.

I did not seek last year, and do not wish now, to exempt my other
Headquarters' staff, including those concerned with Security Policy
and the administration of the Police and the Prisons, and I am very
ready to achieve the 21% reductions in manpower costs in respect

of all these areas of the NIO.

I am copying this letter to the Prime Minister and to
Sir Robert Armstrong.

v/
(Bug N

,
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MINISTRY OF DEFENCE WHITEHALL LONDON SW1A 2HB

TELEPHONE O1-218 9000

DIRECT DIALLING 0I—2|62111/3

MO 20/17/6 17th March 1980

[y

CIVIL SERVICE RETIREMENT POLIGY

/?/ 5
You sent me a copy of your letter to Keith Joseph of
22nd February about early retirement in the public interest;
your main concern was for the weeding out of inefficient staff
by use of the "limited efficiency'" procedures. The Ministry
of Defence use these in all appropriate cases but the definitions
are strictly drawn and the process is a lengthy one. I am
glad, therefore, that you accept that there remains a category
of staff who should be retired but for whom these arrangements
are not suitable. The Cabinet has, of course, since endorsed
the need for quicker and easier premature retirement arrangements.

Partly in order to achieve the planned expenditure savings
but more importantly in the context of cash limits I am faced
with the need during 1980 to reduce my industrial and non-
industrial staff numbers drastically =- and I mean drastically. -

My officials have been looking into ways of achieving these
savings smoothly and quickly. For the most part I should expect
the existing machinery (described in the Model Redundancy
Agreement) to be effective. But there are some more senior staff,
in both the Administrative and Specialist groups, for whom these
arrangements would not be wholly appropriate.

The current procedures to be followed in a run-down
are both time-consuming and expensive of resources and over

Paul Channon Esq MP

MANAGEMENT IN CONFIOENCE
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the past few months it has become increasingly obvious that
the policy for the retirement of staff should be more

flexible if it is to be sufficiently responsive to the
changing size and shape of the Civil Service. Your own officials
have, I understand, for some time recognised the need for an
additional, more flexible power of retirement "in the public
interest' which at present can only be justified on the
. grounds of redundancy, limited efficiency or structure.

The problem was discussed by the Departmental Establishment
Officers last September when a new category of early
retirement of individuals, on "public interest'" terms but

at the instigation of the employing Department, was considered.
It was left to the Civil Service Department to study whether
the relevant sections of the Principal Civil Service Pension
Scheme could be modified to give effect to such a change.

With the increasing pressure on Departments to streamline
by slimming down their numbers, I attach much importance
to the early introduction of the mnew category which would
enable individual members of senior staff to be retired
simply, amicably, and without the usual bureaucratic delay.
Although premature retirement payments may seem to be
expensive it is cheaper in theé end to release staff when
their usefulness has diminished. I therefore hope that you
will instruct your officials to get ahead with preparing
a scheme for our early consideration.

The problem does mnot stop with those staff who are
under age sixty. There is, I am advised, some legal doubt
about the discretion of Departments to retire staff compulsorily
when they have passed the minimum age for retirement which
has still to be resolved. For the present, many of our
specialist staff have an expectation to continue in service
beyond age sixty and the terms of the PCSPS, which do not
provide for the payment of any compensation to staff in this
category, are of no assistance in persuading them to retire.
It would be helpful if some modification to the scheme could
also be made in this area.

_ - I am sending copies of. this. letter to Keith Joseph and to
the other recipients of yours. I am writing separately to

'..-ffx..‘..k,' RTAS s
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convey the points made to me by me Departmental Staff
and Trade Union Sides when I saw them on 14th March and
today respectively in the light of your Parliamentary
Answer on 14th March about the new cuts.

Ve Lot
/ f
aw b

Francis Pym

'MANAGEMENT IN CONFIDENCE
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10 DOWNING STREET

From the Private Secretary 17 March 1980

The Prime Minister has seen the Foreign and Commonwealth
Secretary's minute of 12 March 1980 (PM/80/18) about the Civil
Service vote cash limit. She has also seen Mr. Channon's minute

of 14 March on this subject.

She has noted that Mr. Channon offers some prospect of
flexibility in the way in which the necessary savings are achieved
within the FCO. She has also commented that the Rayner project
on the FCO/ODA merger does indicate areas in which economies should
be achieved. She hopes, therefore, that the Foreign and Commonwealth
Secretary will be able to make an appropriate contribution to the
manpower squeeze, and she would be content for officials to pursue

ways and means, as proposed by Mr. Channon.

I am sending copies of this letter to Martin Hall (HM Treasury),
Geoffrey Green (Civil Service Department) and David Wright (Cabinet
Office).

M. A. PATTISCN

George Walden, Esq.,
Foreign and Commonwealth Office.
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10 DOWNING STREET

From the Private Secretary 17 March 1980

bl g

The Prime Minister has seen the Foreign and Commonwealth
Secretary's minute of 12 March, about Passport Office manpower.
She has also seen Mr. Channon's minute of 14 March on the same

subject.

She hopes that the approach proposed by Mr. Channon will
permit the Passport Office to meet the 23% manpower cut target,
whilst making allowance for its considerably increased volume of

business.

She would also be content for the accounting arrangements
for the Passport Office to be revised on the lines proposed
by the Foreign and Commonwealth Secretary, subject to the agreement
of the Chancellor of the Exchequer.

I am sending copies of this letter to Martin Hall (HM Treasury),
Geoffrey Green (Civil;Service Department) and David Wright (Cabinet
Office).

)/muw

/‘&/L ﬂdﬁdv

George Walden, Esq.,
Foreign and Commonwealth Office.
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17 March 1980

The Prime Minister was grateful for
Mr. Channon's minute of 14 March, reporting
his discussion with the National Staff Side
on that day. 8he looks forward to hearing
further from Mr. Channon when there are
developments to report on the pay negotiations.

M A PATTISON

Geoffrey Green, Esq.,
Civil Service Department.
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I believe it is very important that the reductions in Civil Service
staffing should apply to the senior ranks as well as to the junior
and, so far as possible, in equal proportions. 8Sir Derek Rayner
made the same point in his note to you of 26 February. It will be
extremely damaging if all the manpower cuts are in the Jjunior
grades, while senior ranks are left untouched.

So far, the necessary reduction is not happening. Under the last
Government, I am told that the Open Structure (Under Secretary
level and above) came down from 872 in April 1976 to 838 in April
1979 - a reduction of nearly 4%. So far, we are doing a good deal
worse. The figure at 1 March 1980 was 834 - a further reduction
of only 0.5%, whereas since April 1979,‘Z;.you know, the Civil
Service ;;*a whole has come down by over é&. Nor are the future
prospects promising. The cuts announced on 6 December contained
relatively very little (Some/12=P°StS out of nearly 40,000) at
these senior levels. The Select Committee on the Treasury and
Civil Service has already started to ask questions about this. In
my view we cannot continue on present lines.

I believe therefore that we should adopt a very rigorous attitude
to posts in the Open Structure. If you agree, I propose to
instruct CSD officials to challenge existing posts on whi e

have doubts. Certainly no new ones should be authorised unless
Com————
there is an urgent case proved up to the hilt.

This course will be very unpopular with some of our colleagues.

It is fair to say that they have, quite rightly, put very heavy
demands on their senior staff since last May, and that external
events, not least the new Select Committees, have notably increased
the pressure. There will be some sharp battles. It will be
particularly helpful to know if we have your support on this point.:

MANAGEMENT IN CONFIDENCE
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If you thought it right to send a note to Cabinet colleagues
about this, it would of course be very helpful. I attach the
draft of a possible minute.

Copies of this minute go to Sir Derek Rayner, Sir Ian Bancroft
and Sir Robert Armstrong.

r&x

PAUL CHANNON
14 March 1980
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DRAFT MINUTE TO THE HOME SECRETARY:

SENIOR POSTS IN THE CIVIL SERVICE

It is important that the reductions in Civi/l Service
staffing should apply in equal proportiong to the senior
ranks in the Civil Service as well as tq/the JUATOR ST
would be wrong, and open us to public/%}iticism, if senior

ranks were to be left untouched whil7 Junior ranks are

J

being substantially reduced. /
/

/

So far, this necessary reductionfﬁas not happened. Staff
at Under Secretary level and a§p§e have only been reduced
by 4 (0.5%) since April 1979,fahile the Service as a whole
has come down by 24,000 (aroﬁkd 3%). We must improve on
this. ff

l'//y
f/“
Ministers must of course’ be properly supported. We have had,

/

making. I realise that external forces, including the new

and shall continue tigyéve, a crowded programme of our own

]

Departmental Select LCommittees, are increasing the pressures
on Ministers and tyéfr senior officials still further.
Nevertheless, we ﬁgst be as rigorous about staffing at
senior levels ag/everywhere else. The Minister of State,
Civil Service Départment, has, with my support, instructed

his officials;from now on to adopt a very stringent line,

MANAGEMENT IN CONFIDENCE
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and to challenge any posts about which there are doubts.

A1l proposals for new posts at this level will be turned

down unless the case is both urgent and established up to

rlals laubilae

I ask my colleagues to adopt the same attitude, to comb
out all senior posts which are not essential and not to
seek to create new ones unless they are both urgent and

essential.

Copies of this minute go to all Cabinet colleagues, the

Minister of Transport, the Minister of State, Civil Service

Department, Sir Robert Armstrong and Sir Ian Bancroft.

MANAGEMENT IN CONFIDENCE







PRIME MINISTER

Fﬁ’\h(/ The Foreign and Commonwealth Secretary has minﬂf;d you on the
special problems of the Passport Office in the context of the
manpower cuts.

2. As with the rest of the Diplomatic Service, about which I
have minuted you separately, I do not think that the Passport
Office should be exempted from the 24% regime. There are other
departments — like the Land Registry - who provide an important
social service and are self-financing.

3. I do not suggest, however, that we can keep Passport Office

manpower at existing levels if, as the Foreign Secretar¥ suggests,

demand for passports increases this year by %9%. The 25%

reduction should, I think apply to whatever higher staffing level

is necessary to meet demand (in accordance wf%% the normal staffing
formula for the Passport Office agreed between FCO and CSD
officials). It would then, in effect, become a Uproduetaima ity

\A improvement of 23%. _—

==

4. If this is acceptable in principle, I suggest that CSD and FCO
officials should together sort out the mechanics of this. It will
also be necessary to seek Geoffrey Howe's agreement to a change in
the curious accounting arrangements referred to by Peter Carrington
in his minute. (Otherwise increases in Passport Office staff will
become a claim on the contingency reserve despite the fact that
their costs are more than recovered in extra receipts.) Perhaps
CSD, Treasury and FCO officials could discuss this too and consider
a more suitable financial structure for the Passport Office in the
longer term.

5. I am copying this minute to the Foreign and Commonwealth
Secretary, the Chancellor of the Exchequer and Sir Robert Armstrong.

e

PAUL CHANNON
| March 1980
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The Foreign and Commonwealth Secretary's minute of 12 March (9/2
seeks exemption for the Diplomatic Serwvice, and Communications
Divigigp from the 23% reduction in manpower costs. (1 am

minuting you separately on the Passport Office.)

Naturally I would like to help, but I do not think we can exempt
the Diplomatic Service, and Communications Division of the

Foreign and Commonwealth Office from the 2% regime. Other
colleagues would be bound to seek similar treatment. Defence,
for example, is another area where there have already been
substantial cuts in civilian manpower, since 1964, as Francis Pym
frequently points out to us.

All departments will be allowed some flexibility, however, in

the way they achieve their savings within the totality of staff
and staff-related expenditure in the departmental cash limit. In
the special circumstances of the FCO, I think it should be
possible by this means for the Foreign and Commonwealth Secretary
to find some savings which would contribute towards the required
reduction in the wages and salary bill for the Diplomatic Service
and Communications Division. I suggest that my officials discuss
the mechanics of this with his. Complete exemption for the FCO
would, I am sure, be unacceptable to colleagues, but I think that
a way through this can be found in the way I have described.

I am copying this to the Foreign and Commonwealth Secretary,
Chancellor of the Exchequer and Sir Robert Armstrong.

c

PAUL CHANNON
it March 1980
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CIVIL SERVICE PAY AND CASH LIMITS

The National Staff Side came to see me urgently today at their
request following this morning's announcement on Civil Service pay
and cash limits. Speaking politely but very forcefully they urged
the Govermment to reconsider its decisions.

2. The Staff Side had relatively little to say on the question
of manpower cuts. They concentrated on the pay issue. Their main
point was that, in their view, our decisions ran contrary to the
Govermment's stated policy of creating a more ordered climate of
industrial relations in the economy generally. Depending on the
size of the amounts due under pay research the Government would be
dishonouring the Pay Agreement by not paying the full amounts on
the due date. To deny arbitration on the operative date of the pay
increases would be a breach of the Arbitration Agreement. Finally,
they warned me about the cumulative effect of constant interference
in the pay system. Even if the gap to be bridged by staging was
small, this Government would be joining its predecessors in failing
to honour agreements. This repeated breaching of the Pay Agreement
by one side could only lead to anarchy in Civil Service pay bargaining
and industrial relations generally.

EE I told them that there was no likelihood of the Government
changing its decisions, but that I would report their views.

4% At the end of the meeting, the Staff Side said that each union

would be consulting its executive committee urgently. They would be
meeting collectively early next week to consider what to do next.

[ They made no threats of industrial action but what happens will

depend very much on how their members and Executive Committees react

over the next few days.

515 The CSD will now be making offers based on the pay research

evidence for most of the main grades, and will press on rapidly to
settle the amounts due. I will keep you in touch with developments.

PAUL CHANNON

\q,March 1980
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MINISTER OF STATE

CIVIL SERVICE DEPARTMENT
Whitehall London SW1A 2AZ

Telephone 01-273 5563/4086
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Civil Service Department
Whitehall London SW1A 2AZ
Telephone 01-273 3000

Minister of State

The Rt Hon Peter Walker MBE MP
Minister of Agriculture, Fisheries
and Food
Ministry of Agriculture, Fisheries
and Food
Whitehall Place
LONDON SW1A 2HH i4 March 1980

CIVIL SERVICE PAY AND CASH LIMITS: MANPOWER REDUCTIONS

Thank you for your letter of 12/March about manpower reductions
for MAFF and IBAP.

I am grateful for your agreement to a 22% reduction for MAFF. I
should certainly like to help you with IBAP, but I am afraid it
is not possible.

We do of course understand the particular difficulties under which
IBAP operates, because of their EEC obligation, and we haw
consequently always dealt sympathetically with their manpower
problems. Naturally, we shall continue to do so,

I notice, however, that, at 1 January 1980, IBAP staff vacancies
amounted to about 63% of their authorised stafflng level for next
year. Also, the Financial Information System returns, which cover
also agency payments to the HGCA and MLC, forecast at the end of
January that they would be well within their cash limit at the end
of 1979-80.

In these circumstances, I am afraid I cannot agree to exempt IBAP.
If I were to start exempting Departments in their position, it
could have a serious effect on the outcome of the exercise as a
whole.

I am copying this letter to the copy addressees of yours.

HANN PS: A 2%% cut in your manpower
L 24 SECRET costs would still enable
SECRET you to recruit above your
1 January 1980 level.
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Mr Paul Channon MP

Minister of State

Civil Service Department .

Whitehall

LONDON SW1 b*.Mnrch 1980
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CIVIL SERVICE "PAY AND CASH LIMITS: MANPOWER REDUCTIONS

Thank you for your letter of 12 March responding to mine of 11 March.

I can appreciate why you are not able to give an immediate and full
exemption against the "size" factor I mentioned, but it is nevertheless
a real point, thet, as was pointed out in Cabinet, the small
Departments, which are predominantly concerned with policy, do not have
the scope to adjust at the same pace as the larger Departments.

I must therefore, reserve the right to discuss the issue with you
further and I will ask my office to get in touch with yours towards
the end of next week.

I am sending a copy of this letter to the Prime Minister and to
Sir Robert Armstrong.

5
/1/ / (Viate Secoctars)

T“ R HOWELL
(Agreed by the Secretary of State
and signed in his absence)
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HM TREASURY
OFFICE NOTICE

EO 3/06 ON (80) 24
EO 322/148/01 14 March 1980

CIVIL SERVICE PAY AND CASH LIMITS

The Government has now taken its decision on this year's cash limits
for civil service pay awards. A copy of the statement made to
Parliament is attached.

WHAT THE DECISION MEANS

The Government has said that it would set the cash limit before the
pay negotiations are concluded but after the pay research evidence
is available. The 14% cash limit provision and the manpower cost
reductions generally averaging a little under 2%% will now provide
framework for this year's pay negotiations. The decision does not
mean that individual pay increases will necessarily be restricted
to 14%. It does mean that the total cost of the pay settlements
must be contained within the cash limit plus the additional margin
provided by the manpower reductions.

WHAT HAPPENS NEXT

Mg Pay Negotiations

The Government has decided that the non-industrials' settlement should
be concluded on the basis of the pay research evidence. Pay
negotiations to achieve this are now being undertaken. Discussions
are also being opened with the National Staff Side about how best to
keep the cost of the pay settlements, adjusted for the reduction in
manpower, within the cash limit. Staff will be kept informed of
further developments.

20 Consultation With Departmental Staff Sides

Departments will consult Departmental Staff Sides about the
implementation of the manpower reductions. These will be achieved

to the maximum extent by natural wastage. Departmental managements
will be reviewing the need to fill existing vacancies, and consider-
ing the scope for reducing and steamlining tasks. There will be no
service-wide ban on recruitment, but restrictions on recruitment will
be unavoidable.




QUESTION

TO ASK THE MINISTER FOR THE CIVIL SERVICE IF HE WILL MAKE A
STATEMENT ABOUT CIVIL SERVICE PAY AND CASH LIMITS

ANSWER

The Government will be presenting in 1980-81 Main Estimates a single
Vote covering pay increases for civil servants and for related staff
in certain other bodies, as proposed to the Public Accounts Committee
and the Select Committee on the Treasury and Civil Service. The
arrangement for subsequent years will be considered in the light of
the Committee's comments, on which the Government's observations

will be presented shortly.

In accordance with the announcement about cash limits made today by
my Rt Hon Friend the Chief Secretary, Treasury, this Vote will
provide for a 14% increase in the total pay bill from due settlement
dates as a result of new pay awards. To help reconcile pay research
and other pay bargaining arrangements with the cash limit, the
Government has decided to make a further reduction in 1980-81 in the
civil service manpower costs to which the Vote relates. Over most

departments this reduction will be an average of 2%%, but prison

staff and a few other very limited areas will be excepted. This

decision is in line with the Government's general determination to

reduce the size of the public service.

Tn the case of the non-industrial civil service, negotiations will
now be undertaken to conclude a settlement on the basis of the pay
research evidence consistently with the cash limit provision. The
cash limit and the manpower squeeze will also have to be taken into

account in the later negotiations with the industrial grades.




Civil Service Department
Whitehall London SW1A 2AZ
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Minister of State

Lg March 1980

M Pattison Esq

Private Secretary to the Prime Minister
10 Downing Street

LONDON SW1
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CIVIL SERVICE PAY AND CASH LIMITS: MANPOWER REDUCTIONS

We spoke on the telephone yesterday and today about the Minister
of State's minute of 11 March to the Prime Minister. I have now
seen your letter, of today's date, conveying the Prime Minister's
approval of the arrangements which Mr Channon proposed.

I now attach the final version of the Parliamentary answer which
the Minister of State will give tomorrow, and of a letter which
will be sent (also tomorrow) to the Treasury and Civil Service
Select Committee. The PQ will be answered at 10.30 tomorrow, so
it should be regarded as confidential until then.

The other item referred to in paragraph 3 of Mr Channon's minute
was the PQ to be answered by a Treasury Minister. That was sent
to the Prime Minister yesterday by the Chief Secretary to the
Treasury.

I am copying this letter, for information, to the Private

Secretaries of members of the Cabinet, and of the Minister of
Transport, and Sir Robert Armstrong.

e e

G E T GREEN
Private Secretary

l“ﬂrﬁ\pﬂmf”quHA"

w.‘\“p,;







CONF U,J

N

QUESTION
170 ASK THE MINIST iR FOR THE CIVIL SERVICE IF HE WILL MAKE A
STATEM:NT ABOUT C[VIL SERVICE PAY AlD CASH LIMITS

ANS VER

The Government will be presenting in 1980-81 Main Estimates a single
Vote covering pay increases for civil servants and for related staff
in certain other hodies, as proposed to the Public Accounts Committee
and the Select Comnittee on the Treasury and Civil Service. The
arrangcment for subsequent years will be considered in the light of
the Cormittee’s comments, on which the Government's observations will

be presented shortly.

In accordance with the announcement about cash limits made today by
my Rt llon Friend she Chief Secretary, Treasury, this Vote will provide
for a 14% increase in the total pay bill from due settlement dates as
a result of new pay awards. To help reconcile pay research and
other pay bargaining arrangements with the cash limit, the Government
has decided to make a further reduction in 1980-31 in the civil
service manpower costs to which the Vote relates. Over most depart-—
ments this reduction will be an average of 24%, but prison staff and

a few other very limited areas will be excepted. This decision is

in line with the Government's general determination to reduce the size

of the public service.

In the case of the non—industrial civil service, negotiations will now
be undertaken to conclude a settlement on the basis of the pay research
evidence consistently with the cash limit provision. The cash 1limit
and the manpower squeeze will also have to be taken into accouat in

the later negotiations with the industrial grades.

The otl er bodies referred to are as follows:-—




. Northern Ireland Court Service
Forestry Commission
British Council
Agricultural Colleges, Scotland
Agricultural Research Institutes, Scotland
Meat and ILivestock Commission
Home Grown Cereals Authority
National Institute of Agricultural Botany
Housing Corporation
Housing Corporation Office for Wales
British Library
National Library of Scotland
Agricultural Research Council
Medical Research Council
Natural Environment Research Council
Science Research Council
Social Science Research Council
British lMuseum (Natural History)
British Ifuseum
Imperial War Museum
National Gallery
National Maritime IMuseum
National Portrait Gallery
Tate Gallery
Wallace Collection
National Galleries of Scotland
National [useum of Antiquities, Scotland
National Economic Development Council
The Royal Trustees
Legal Aid Fund
Legal Aid Bcotland Fund
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.PROVISION FOR CIVIL SERVICE PAY INCREASES
IN THE 1980-81 ESTIMATES

I am writing to let you know that the Minister of State, Civil

Service Department, will today be announcing in reply to a

Written Question the Governmment's decision that cash limits

covering civil service pay in 1980-81 will be set to allow for an
increase of 14% in the total pay bill from due settlement dates as

a result of new pay awards. These increases will be provided for
initially by means of a cash limited global sum, on the basis
described in the Treasury and CSD memorandum on the provision for
civil service pay increases in the 1980-81 Estimates, and subsequently

discussed with the Committee.

2is The Government has decided to make further reductions in the

volume of civil service manpower expenditure amounting to 24% in

1980-81, except that on prison staff and in a very few other limited
areas. The cost of the pay settlements will be contained within
the limit of 14% but the reduction in manpower costs will enable a
higher pay settlement to be made than would otherwise be possible.
The best way of bringing the pay settlement within the cash limit
after account is taken of the reduction in manpower costs will be
discussed with the civil service unions in the course of the pay

negotiations.

3e A copy of the text of the Parliamentary Answer is attached at
Annex A.

4. The global cash limit will be presented to Parliament as

Class XIII, Vote 31, in the Main Estimates for 1980-81. A8 L= o)
cover pay increases for UK civil servants included in the Departmental
Estimates. Certain staff in other public service organisations also
have pay links with the civil service. In those cases where the pay
element is the major part of the total expenditure of the organisation,
provision for pay increases for such staff is also included in the
global sum.

1
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.5. In paragraph 5(ii) of their First Report,(” the Committee
asked for full information to be published at the time the global
Estimate was submitted, showing how the proposed cash limit had
been calculated, in particular the assumptions taken about pay
increases and about numbers of the main civil service grades.

(53 The net amount for which Parliamentary authority will be sought

is £537.4 million and is to cover increases in pay, related allowances,
London Weighting and consequential additions to employers' national
insurance contributions, after allowing for increases in receipts to
be credited to Appropriation-in-Aid subheads. It is calculated from---
the provision for staff costs to be included in the departmental

Main Estimates for 1980-81, amounting to £4327.2 million, and allows
for an increase of 14% in new pay rates from due settlement dates.

The sum of £4327.2 million, which already takes account of the
carrying forward of the 3% savings made in 1979-80 and that part of
the savings announced by the Lord President on 6 December 1979 which
is to be implemented in 1980-81, will be the base from which the
reductions in manpower costs will be made. The increased rates of
pay will then be applied to this reduced amount.

Tis The total number of civil servants provided for at 1 April 1980
in the 1980-81 departmental Estimates to which the global Vote relates
is about 680,000 (the major exception is some 33,000 staff in

Trading Funds which are not cash-limited); and the number of staff
in other public organisations is about 25,000.

8 Ammex B shows the numbers of civil servants in the main non-
industrial groups and grades in post at 1 January 1980, the latest
date for which a breakdown is available.

(1)¥irst R§port from the Treasury and Civil Service Committee 1979-80
HC 371).
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QUESTION
10 ASK THE JITWIST @2 POR THE CIVIL SERVICE IF IE WILL MAKE A
STATEM:NT ABOUT CI[VIL SERVICE PAY AND CASH LIMITS

ANS VER

The Government will be presenting in 1980-81 lMain Estimates a single
Vote covering pay increases for civil servants and for related staff
in cervain other hodies, as proposed to the Public Accounts Committee
and the Select Comnittee on the Treasury and Civil Service. The
arrangcment for subsequent years will be considered in the ligat of
the Cormittee's comments, on which the Government's observations will

be presented shortly.

In accordance withh the annouincement about cash limits made today by

my Rt llon Friend sne Chief Secretary, Treasury, this Vote will provide
for a 14% increase in the total pay bill from due settlement dates as
a result of new pay awards. To help reconcile pay research and

other pay bargaining arrangements with the cash limit, the Government
has decided to make a further reduction in 1980-31 in the civil
service manpower costs to which the Vote relates. Over most depart-—
ments this ceduction will be an average of 2+%, but prison staff and

a few other very limited areas will be excepted. This decision 1is

in line with the Government's general determination to reduce the size

of the public service.

In the case of the non-industrial civil service, negotiations will now
be undertaken to conclude a settlement on the basis of the pay research
evidence consistently with the cash limit provision. The cash limit
and the manpower squeeze will also have to be taken into accouat in

the later negotiasions with the industrial grades.

The otl er bodies referred to are as follows:-
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Northern Ireland Court Service

orestry Commission

British Council
Agricultural Colleges, Scotland ,
Agricultural Research Institutes, Scotland
Meat and Iivestock Commission
Home Grown Cereals Authority
National Institute of Agricultural Botany
Housing Corporation
Housing Corporation Office for Wales
British ILibrary
National ILibrary of Scotland
Agrivultural Research Council
lfedical Research Council
Natural Environment Research Council
Science Research Council

Social Science Research Council

British Museum (Natural History)
British Nuseum

Imperial War IMuseum
National Gallery
National Maritime IMuseum
National Portrait Gallery

Tate Gallery
Wallace Collection
National Galleries of Scotland
National Tuseum of Antiquities, Scotland
National Economic Development Council
The Royal Trustees

Legal Aid Fund

Legal Aid Bcotland Fund
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ON-INDUSTRIAL HOME CIVIL SERVICE
STAFF IN POST IN MAIN GROUPS,
CLASSES AND GRADES AT 1 JANUARY 1980

Group, Class or Grade Staff in post at
1 January 1980
(full time equivalents)

Open Structure

Permanent Secretary : 36
Deputy Secretary 154
Under Secretary 593

Administration Group

Assistant Secretary

Senior Principal

Principal

Senior Executive Officer
Higher Executive Officer (A)
Higher Executive Officer
Administration Trainee
Executive Officer

Clerical Officer

Clerical Assistant

Secretarial Category Group

Science Category/Group

Principal Scientific Officer
Senior Scientific Officer
Higher Scientific Officer
Scientific Officer

Assistant Scientific Officer

Professional & Technology Category

Principal P&T Officer
P&T Officer I

P&T Officer II

P&T Officer III

P&T Officer IV

Social Security Category/Group

Local Officer I
Local Officer II

General Service Classes

(Messengers, Office Keepers, Paperkeepers,
Telephonists, Cleaners etc)

CO?&F!DENTIAL
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. Departmental Classes

Home Office:

Prison governors and Prison Officers

Immigration Service

Inland Revenue grades:

CONFIDENTIAL
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London SW1

13 March 1980

:’
BRITISH COUNCIL: PAY AND CASH LIMITS

In his letter of 7 March Paul Channon suggested that Peter
Carrington should pursue with you the question of exempting the
British Council from the pay cash 1limit squeeze which Cabinet
decided on 6 March should be 2 1/2 % of manpower costs for
1980/81.

The case for exempting the Council was set out in Peter
Carrington's minute of 26 February to Paul Channon which was
copied to you. Soundings since that date have served to emphasise
that serious political consequences could follow the imposition
of further cuts. The Board is finding it difficult enought to
accept reductions on the scale necessitated by our decision in
the light of the Interdepartmental Review to reduce the Council's
budget by £3.9 million on top of the cut already applied for
1980/81. It is becoming increasingly evident that an additional
reduction in manpower through a cash limit squeeze, as well as
having major implications for the future of the Council, would
probably lead to the resignation of all or part of the Board.
This would mean a major row in Parliament. My judgement is
endorsed by Michael Jopling in his letter of 4 March, which was
also copied to you.

/Cabinet

The Rt Hon Sir Geoffrey Howe QC MP
Chancellor of the Exchequer

HM Treasury

Parliament Street
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Cabinet also decided that the 2 1/2 % cash limits squeeze should
not be applied to certain small Departments where its impact
would be particularly hard. I am convinced the Council should
be regarded as being in this category and that we should exempt

it from the squeeze. I hope you can agree.

I am sending a copy of this letter to the Prime Minister (with
copies of Peter Carrington's minute of 26 February to Paul
Channon and of Michael Jopling's letter of 4 March to Peter
Carrington) in view of the Parliamentary repercussions inherent

in a decision not to exempt the Council. A copy also goes to

Michael Jopling and to Paul Channon.

Yren e
/a..

SECRET
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Government Chief Whip ?

12 Downing Street, London SWi

4 March 1980

(D
Thank you for sending me a coj)y of your minute of 26 ‘February to
Paul Channon about the British Council and Pay f:md Cash Limits.

Peter Morrison has already spoken to Peter Blaker about this, and
warned him that there would be a major row in the House if further
cuts were pushed through, and the British Council were to resign

as a result.

I agree entirely with Peter Morrison especially in view of Early
\
Day Motion No 188 which has attraced 92 signatories, of which 17

are Government supporters. In my view the key factor will be

whethe: the Merbers of the Boawré resign or not,

I am copying this to Paul Channon and Geoffrey Howe.

/’4A //

Secretary of State for Foreign and Commonwealth Ai‘falrs
Foreign and Commonwealth Office

Downing Street

SW1A 2AL

ASpatm i sanch s e




e MINISTER OF STATE CIVIL SERVICE DEPARTMENT
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| Brltlsh Council: Pay and Cash L1m1ts

3le I have been exam1n1ng the effect on the Br1t1sh Council of a

pay cash limit squeeze of 5% mentioned in your letter of 24 January
to Willie Whitelaw and other Departmental Ministers. It'is evident
that comlng on top of the cuts already imposed such a course would

have very serlous consequences.

2% Cablnet dec1ded last year that Council expenditure should take'i(
a cut of £5.2 million in 1980/81 (£3 million from FCO; £2.2 milllon"
from ODA). The level of expenditure from 1981/82 to 1983/84 was
subsequently considered by means of an Interdepartmental Rev1ew
which identified three options. You will recall dlscus51ng these
with Geoffrey Howe and other colleagues on 29 January when we
decided that the Council's budget should be reduced by a further
£3.9 million (option 'B') which would be achieved by three successive
annual reductZons. You will also recall that Neil Marten and I
entered a further caveat that pressure on the Aid Programme was
likelyxto cause additional reductions in the ODA fundlng element

y poss1b1y'by as much as~£2'm11110n a year.

:r'~ : P'v ‘

'3.j; Theareal 1mpact of all th1s on the Counc1l’s ex'u

‘1h.conseguence on the~sca1e~of 1ts act1v1t1es is -

I and 11 of the attached table The cuts already agreed (Eart

produce a reduction of 11. 2% in 1980/81 rising to;19 Si ;h w3§§784.§;*
The extent of the further reduction in ODA fund1ngs (Part II) :
st1ll being worked out by my officials but the probable outcome 7

that by 1983/84 we shall have 1mposed a total percentage cut of
almost 24% '

Tosemiia

4. The Council is planning to meet the 1980/81 cut by redu01ng its
staff establishment by about 360 UK-based posts and 175 locally—
engaged staff abroad. Part III of the table shows what would happen
if in addition they were required to bear a cash 11m1ts squeeze of
5% in that year. Such a squeeze would amount to £.8 m11110n or
another 98 posts. But the rub is that because the offsettlng
factors of normal wastage and halting recruitment would have been_
exhausted in meeting the known 1980/81 cuts, the further 98 staff
/savings




sav1ngs could be achleved only by enforced redundanc1es which the
| Council esyimate would cost them an addltlonal/fl 1 m11110n;' The £
Council would thus be h1t twice over. Effect1ve1y 1t would have to :
face a total reduction of £7.1 million (15. 23%Din 1980/81 ~This
course, compounded by option 'B' in the subsequent years and the
probable addltlonal reduction in ODA fund1ngs would damage the
Council irreversibly. j

1535 At the meeting on 29 January I argued against any further cuts

in the bouncil's spendlng_levels But in view of the 1nescapab1e need
to reduce public expenditufe I went along with the ch01ce of opt1on_‘
'B'. This represented, 1n my v1ew the absolute maximum cut the «?:
Council could bear and still remain- an effect1ve 1nstrument of our 5}};
foreign policy. The possibility that a cash 11m1t squeeze might also
be imposed on the Council was not d1scussed ‘Had it been, I would
have resisted it strongly. However, having learned that Treasury haéex
not yet allocated any provision for next year's pay award (presumably
because the Council is linked to the Civil Seruice for pay matters) I
think it right to establish that the Council Will be exempted from a . -
further reduction in manpower through a cash limit squeeze. Unless
this 1s done I believe we shall be faced with resignations from the T
Board, “Wbo have already-expressed grave concern;about the‘llkely eff

of the recent

: with what has

a major Parliamentary row from‘whlch the'Government<m1ght‘not eqerg &
victorious. Your letter acknowledged that. spec1al %reatment'migbzlbe
required for small Departments on which further cuts would bear
especially hard. I trust therefore that you and Geoffrey Howe, to
whom I am copying this minute, will agree that the Council should'be'f
so exempted.

6. I am also sending a copy of this minute to Michael Jopling in

5

view of the Parliamentary interest.

~ (CARRINGTON)

Foreign and Commonwealth Office

26 February 1980




ALL FIGURES AT 1979 SURVEY PRICES ' L P £ MILLION
1980-81  1981-82 1982-83  1983-84

PESC POSITION (PRE CUTS)

F.C.O. o 26.2 - 26.2
0.D.A. contribution to core budget 14.5 S14.5
O.D.A..Aid Admin. 5.9 5‘9

L6.6 L6.6

'A' 'Bl

FIRM CUTS
1.0
F.C.O. (3-0

: : 0.6
0.D.A (2_2

6.8

lB'
11.2% Reduction
14.6% Reduction
17.4% Reduction
19.5% Reduction

If the probable further reduction in "Aid Administration began to be applied in
1981/82 and rose progressively to a maximum of £2 million in 1983/8L4, the total
percentage cut for that year would amount to 23.8%

III. If a 5% cash limit squeeze were to be applied in 1980/81 the effect would be to
reduce the provision for manpower related costs by some £.8 million. But in orde
to divest themselves of the necessary 98 staff in the year, the Council estimate
they would have to pay under the terms of the Redundancy Agreement an additional
£1.1 million by way of redundancy pay and notice. The total effect would be a
further reduction in money available for activities in 1980/81 amounting to some
£1.9 million; making the effective cut for that year:-

£5.2 m
plus . 1.9 m

£7.1m
or a percentage cut of 15.23% in 1980/81
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Paul Channon Esq MP

Minister of State

Civil Service Department

Whitehall -

LONDON ~

SW1 \ March 1980

LG

EARLY RETIREMENT

Thank you for sending me a copy of your letfer

to Keith Joseph of 2? February about early retirement.
fe 3

I entirely agree that we must do all we can to
weed out less efficient staff, and to use to the full the
provisions for premature retirement on grounds of limited
efficiency. I fear, however, that this is unlikely to be
of much help in our current campaign to reduce the size of
the Civil Service.

As you know, the Civil Service Conditions of
Service Code requires specific warnings, time for improvement,
sustained seriously low markings in annual reports and due
notice before anyone can be retired compulsorily on grounds of
limited efficiency. There are not enough such cases ripe in
my Department's files to make a dent in the task of reducing
numbers. Even if there were, the procedure enables appeals
to be made - as they often are - and this takes time too.

MANAGEMENT IN CONFIDENCE
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I believe, therefore, that if early results are
to be achieved (as is desirable) some new arrangements are
needed whereby management could sgelect staff for retirement
"in the public interest" basically because, while not meeting
the limited efficiency criterion, they depress the level of
Departmental performance. The archetypal case, which we
are likely to meet frequently in coming months, is the person
who can "get by" in his present post, or even do quite well
in a post of limited scope tailored to his abilities, but
who either through age or lack of ability will not be able
to hold down a new post, if his existing Job goes or is
needed for someone younger and of higher ability whose Jjob
has been given up. We need a way of getting these people
out at management's invitation and so allowing them to depart
with dignity. My officials will be in touch with yours about
- people in this category whose presence would block our way
both to tighter manning and to better performance.

I am sending a copy'of this letter to the
recipients of yours.,

NORMAN FOWLER

MANAGEMENT IN CONFIDENCE
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Civil Service Department
Whitehall London SW1A 2AZ
Telephone 01-273 3000

Minister of State

The Rt Hon Lord MacKay of Clashfern QC

Lord Advocate

Lord Advocate's Chambers

Fielden House

10 Great George Street

LONDON SW1P 3SL |3 March 1980

CIVIL SERVICE PAY AND CASH LIMITS: MANPOWER REDUCTIONS

As is being announced on Friday, 14 March, it has been decided to
make provision in 1980-81 cash limits for an increase of 14% in
Civil Service pay. However it seems likely that the actual cost
of the pay settlements this year will somewhat exceed this figure.
In order to make good the probable shortfall between the cash
limit and the amount required to finance the pay settlements, it
has been decided that there will be a general reduction in Civil

Service manpower of 23%. Exceptions to this reduction will be
very limited but in view of the pressure of work in the Courts
and the very small size of your departments, both the Lord
Advocate's Department and the Crown Office/Procurator Fiscal
Service will be exempt. My officials are letting yours have a
note suggesting how these decisions might be explained to your
Staff Side following the announcement.

In June, by which time non-industrial Civil Service pay should
have been settled, the central pay Vote will be distributed to
departmental Votes. These allocations will as necessary include
an allowance for industrial staff using whatever assumptions then
seem most appropriate. My officials will be writing to yours
shortly, setting out further details about the mechanics.

I am copying this letter to the Prime Minister and to Sir Robert
Armstrong.

PAUL CHANNON

SECRET
SECRET




SECRET

SECRET




SECRET
SECRET

Civil Service Department
Whitehall London SW1A 2AZ
Telephone 01-273 3000

Minister of State

The Rt Hon Sir Michael Havers QC MP

Attorney General

Royal Courts of Justice

Strand

LONDON WC2A 2LL i3 March 1980

CIVIL SERVICE PAY AND CASH LIMITS: MANPOWER REDUCTIONS

As is being announced on Friday, 14 March, it has been decided to
make provision in 1980-81 cash limits for an increase of 14% in
Civil Service pay. However it seems likely that the actual cost

of the pay settlements this year will somewhat exceed this figure.
In order to make good the probable shortfall between the cash 1limit
and the amount required to finance the pay settlements, it has been
decided that there will be a general reduction in Civil Service
manpower of 23%. Exceptions to this reduction will be very limited
but in view of the pressure of work in the Courts and the very
small size of your departments, both the Law Officers Department
and the Director of Public Prosecutions will be exempt. My
officials are letting yours have a note suggesting how these
decisions might be explained to your Staff Side following the
announcement.

In June, by which time non-industrial Civil Service pay should have
been settled, the central pay Vote will be distributed to depart-
mental Votes. These allocations will as necessary include an
allowance for industrial staff using whatever assumptions then

seem most appropriate. My officials will be writing to yours
shortly,, setting out further details about the mechanics.

I am copying this letter to the Prime Minister and to Sir Robert
Armstrong.

PAUL CHANNON

SECRET

SECRET
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with compliments

MINISTER OF STATE

CIVIL SERVICE DEPARTMENT
Whitehall London SW1A 2AZ

Telephone 01-273 5563/4086




with compliments

MINISTER OF STATE

CIVIL SERVICE DEPARTMENT
Whitehall London SW1A 2AZ

Telephone 01-273 5563/4086
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Civil Service Department
Whitehall London SW1A 2AZ
Telephone 01-273 3000

30

Minister of State

I'% March 1980

The Rt Hon William Whitelaw CH MC NP
Secretary of State for the Home Department
Home Office

Queen Anne's Gate

LONDON SWI1H 9AT
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CITIZENS BAND RADIO

Thank you for your letter of 8 March about the question of
legalising the introduction of citizens' band (CB) radio into
this country. I have also just received your letter of 12 March,
in reply to mine of 7 March, about Civil Service pay and cash
LTSSk

I am pleased that you have been able to confirm that in 1980-81 you
will be able to make a 2% reduction in the cost of your
Department's staff, other than prison outstations staff. I am

also most grateful to you for saying that you could manage a

small increase in this reduction, amounting to perhaps 60 posts,

if this would be helpful.

I should very much like to help you on citigens' band radio, and

it would be very churlish of me not to do so in view of your offer
on manpower reductions! I note from your letter of 8 March that
you have examined the possibility of exempting CB equipment from
licensing, and have considered the options for raising revenue by
other means, but that you consider a system of renewable licences
to be essential to control. This would, of course, offer little
control over unlicensed users, who are, perhaps, likely to form the
bulk of offenders. Similar licences for other radio facilities were
criticised in the Rayner project on the Home Office Radio
Regulatory Department. In addition to this, a licensing system
will, as you say, generate increasing demands for staff as use of
the CB facility grows. For these reasons I would ask you to
consider very carefully whether such a system will make the best
use of limited manpower resources.

Subject to this, however, I should be entirely content for you to
employ up to 20 staff on CB, provided their cost (and any Post Office
administration charges) was covered in 1980-81 by part of the
reductions over and above the 2% manpower squeeze on non-prison
outstations staff which you offered in your letter of 12 March.

I should also have to ask you to ensure that any future growth in

CB staff demands would, similarly, be absorbed.

] SECRET
SECRET




I hope that, on the basis of this letter, you will now feel
able to take the policy issue to H Committee, after any
discussion of the details with my officials that is necessary.
Of course, if you wish us to meet as you proposed, I should be

very happy to do so.

I am copying this letter to the Prime Minister and Sir Robert
Armstrong as they have seen the earlier correspondence about
Civil Service Pay and Cash Limits.

PAUL CHANNON

SECRET

SECRET
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DEPARTMENT OF HEALTH & SOCIAL SECURITY
Alexander Fleming House, Elephant & Castle, London SE1 6BY

Telephone 01-407 5522

From the Secretary of State for Social Services

Paul Channon Esq MP

Minister of State

Civil Service Department

0ld Admiralty Building

Whitehall

London  SWl \5> March 1980

( L' (v ﬁ' CA ) \K }

MANPOWER EFFECT OF SOCIAL SECURITY PUBLIC EXPENDITURE CHANGES

Thank you for your letter of 21 February about the manpower effect of these
gocial security changes. Subject, as you say, to confirmation between officials
of the staffing requirements, I am content that we should proceed as you suggest.
You probebly know that there has been some modification of the public expenditure
changes. In turn this will require a revision of the staffing estimate which
was based on the original assumptions.

The proposals on housing cost schemes to which you refer, and which may enable
savings to emerge sooner (from November 1981 instead of November 1982) are likely
to be based on a reform of the present rebate schemes, and may not produce as much
staff saving as has been potentially attributed to this item in Christopher Soszmes!
review - which assumed a complete rationalisation of housing benefits. The
proposals have yet to be submitted to me so I can do no more than put up this
marker now, but if I and colleagues approve then, they should, I understand, go a
long way to securing the manpower required in 1981/82 to meet the additional
benefit claims arising as a result of the public expenditure changes. There
remains just the possibility that, if other savings cannot be found, the staff
costs in that year will not be able to be met fully in the way you suggest.

I am copying this reply to the Prime Minister and'the Chief Secretary, Treasury.

SECRET
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10 DOWNING STREET

From the Private Secretary 13 March 1980

Laow Ceafireg

The Prime Minister has seen Mr. Channon's
minute of 11 March about cash limits, civil
service pay and the manpower squeeze.

She is content with the form and timetable
for relevant announcements set out in paragraph
3 of his minute. I would be grateful if you
could let us have a copy of the drafts by the
end of today.

I am sending copies of this letter to the
Private Secretaries to members of Cabinet,

including the Minister of Transport, and to
David Wright (Cabinet Office).

Vous an

S /Al

G. E. T. Green, Esqg.,
Civil Service Department.

CONFIDENTIAL




DEPARTMENT OF TRANSPORT
2 MARSHAM STREET
SWI1P 3EB

With the Compliments of the
Minister of Transport
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DEPARTMENT OF TRANSPORT
2 MARSHAM STREET LONDON SW1P 3EB

Paul Channon Esq MP
Minister of State

Civil Service Department
Whitehall

LONDON
SW1 13 March 1980

VY

CIVIL SERVICE PAY AND CASH LIMITS: MANPOWER REDUCTIONS

Thank you for your letter of 7 March following up
the Prime Minister's minute of 5 March about the cash limit
for the Civil Service Vote.

As you will see from my minute of 12 March to

the Prime Minister I accept the need to make a further
reduction of 234% in 1980/81 in my Department's manpower. 1
cannot, however, undertake to do more than this on top of all
the other cuts I am making as part of the package announced
last December and having regard to the nature of much of the
work of the Department, which is on services which people are
required to use and for which they are required to pay.

I am sending a copy of this letter to the Prime
Minister and to Sir Robert Armstrong.

el

NORMAN FOWLER —
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MINISTER OF STATE, CSD

CIVIL SERVICE NUMBERS AND COST: A MANPOWER POLICY

il I have seen Mr Whitmore's letters of 6 and 10 March
to ¥our and Mr Heseltine's private secretaries. I am

just off to Canada on M & S business until the end of the
month, so I should let you have some parting thoughts on
these matters.

2. If the Prime Minister approves, I think it would be
appropriate for the main document on manpower policy to_come
from yourself, embodginﬁ or annexing the suggestions made in
my minute to her of 26 ebruar¥ and those others set out below
and taking account of such further thoughts on them as we may
exchange or develop in discussion. (Incidentall¥, if we are to
meet in April, may I suggest that our offices get in touch at
once to sort out a date.)

3. I would then, again subject to the Prime Minister's :
approval, concentrate my main effort on a separate but related
paper on "conventions".

4 Returning now to the question of a_long-term manpower
%olic% for a reforming Administration, I would see it comprising
wo objects, namely these:

a. The reduction of activities, de%artment by department,
under Ministerial direction, but conforming to a general
plan co-ordinatéd from the centre. This pian mi% t take
as a starting point a percentage reduction of the
activities for which Assistant Secretaries are responsible,
on the assumptions (for the purpose of this minuteg that
the Assistant Secretary  command is the basic building
block in the Civil Service and that time is needed for a
deliberate exercise, carefully planned and thoughtfully
carried out.

The reduction of the length of the hierarch% by at least
three grades. Prima facie candidates are those of Second
Secretary, Depu®y secretary, Under Secretary, Senior
Principal and Senior Executive Officer, but others will
be able to advise better than I on which six (or so)
grades might be examined in this way.

S, _ I am strongly of the view that a formal golioy of this
kind is necessary. The history of "cuts" tends to be one in




which agonised parings of the Civil Service are followed
by expansions of work, so that the automatic response fo
each new "cut" is a cynical expectation that what has been
taken away with one hand will soon be replaced with the
other. I understand that the present Government has
reduced the size of the Civil Service from 732,000 to
708,000 (c 3.3%).

6. This is ver¥ creditable, but glancing at Civil Service
Statistics 1979 T have a clear impression of ebbsS and IL1ows
around & sea oz about 691,000 staff in 1968. 1 see that

Mr Heath's Administration had a rather uneven ride, 702,000
in 1970 and 694,000 in 1974. On the return of the MSC to
the Civil Service menpower count in 1976, the total surged
10 146,000 in 1977, Tven with the creditable reduction
achieved b% this Administration, the total is still some
20,000 higher than the total for 1969 (687,000).

T In management terms, we mist assume that those who
have the political responsibilit% have the responsibility
for increases and decreases in the size of the quantum
and that they cannot hope to achieve a radical reduction
in it unless” they are willing to spend TIme testing the
activities on which staff resources are expended. I do
not know how the Lord President's exercise was conducted
last year, but my impression is that it consisted of a
series of skirmishes on the frontiers of most departments
and that the heartland withn was rarely penetrated. If
that impression is correct, I do not see all that much
milea%e in repeating that sort of exercise;_ _if Ministers
want both to reduce the size of their payroll and to make
the best possible use of the talent they emplo¥ I see no
ready alternative to thelr slogging their way ﬁrough their
departments, getting answers to searching questions.

8. Such an exercise would have to be designed at the

centre and carried out by (or for) departments on a common
basis. I do not want to s%eculate on exactly how it should
be done - we can talk about that - but I should offer these
two propositions:

2. Timing:

Because the exercise is radical, controversial and
worrﬁinv for staff, I would envisage a period of two
months fo design the exercise and clear it with
Ministers; a period of one month to get the views




of the National Staff Side; a period of six months in
which to do the work; and a Eeriod of three months in
which to co-ordinate the results and bring forward a
glan of action to Ministers for decision. If the

overnment went ahead on this line, it should be in a
position to take decisions in May 1981.

An independent view:

The exercise is not only radical, but difficult. I think
it would benefit from importing an independent view - not
that of a committee of outsiders ! - but perhaps by
involving capable peoEIe with relevant qualifications and
experience in the work of design, conduct and evaluation.
Above the working level, you mlght think it valuable, as
I do, to have available indépendent adviee at the crucial
points when Cabinet takes decisions, especially at the
end of the exercise as a whole. This is not a hint that
it should come from me, although I would of course do
what I could to assist.

Some other thoughts

9. It may be helpful for you to have some subsidiary thoughts,
which are based on my business experience and my earlier period

in Whitehall. They are as follows:

10. First, I think that departments should be tasked by their
Minister to cut out functions each year. Their performance
should be reviewed Tand comparisons should be made) annually.
T?e %m %asis should be on activities, rather than on numbers

of staff.

11. Secondly, however, senior officials should be directed to
pursue energetically the curtailment of activities which are
manpower intensive.  Two commentis based on my receni experience
may help here. As I think Kou know, I am doing a piece of work,
u81nﬁ two of my staff at Baker Street, on the amount of paper
which the Government demands from the Erivate sector. I know
that the Secretary of State for Trade had a exercise on forms
last year and that DHSS are simplifying their leaflets for the
public. Is an¥one else examining paperwork with the object of
reducing it? If not, the answer must (I think) be to gilve
officials specific oﬁjectives to pursue in this line rather
than expect them to be happy to make do with fewer staff.

12. The other comment is this. I have visited a handful of
local offices on the "Rayner projects" and scrutinies not, so
to speak, to make a State visit but to follow the work done
there through (eg on PAYE Movements . Form P45 and the Annual
Deduction Card). I am no expert in such work and so would not




expect to have much effect on it, but even I have been able
to find things on which less could be done. This leaves me
wondering whether senior officials do go out, see what

actually happens and do something about it where necessary.

13. Thirdly, I do not think that any Minister should be able
to suggest cuts in the services Erov1ded by his departmengelsted
e adminstrative expenditure /

without 2lso proposing cuts in t
to them.

14. Fourthly, I hope that the scruﬁnﬁ pro%ramme this year
will throw light on the question whether the regional, area
and local lavering that Seems so common in Government 1S
actually necessary. My own view is that, apart from HQ, two
layers Should be enough to administer any field organisation.
One element in a radical manpower policy might be a_decision

to do without one of the tiers above the local level where
there are more than one.

15. Fifthly, may I offer two comments on the provision and
manacement of accomodation? I am a great believer iIn the
erricacy of controlling office and other space; I would
never accept anyone's claims for more without a stringent
analysis.

16. The other point is that there may be a good deal of
scope for amalgamating offices which deal with adjacent areas,
districts and localities. Last week I visited the Tax Office
for Bermondsey. This was in the same (wretched) buikdin§ as
the Tax Office for Walworth. My feeling was that both offices
should be rolled up into one (and housed in a more business-
like location).

17. Finally, I am very much against swanning about, in the
UK or abroad. One of the very best of the "hayner Froject"
officials will be doing a 3-week tour of Canada in May (not
at the expense of his department except in terms of salary).
This may be a "Good Thing" in some ways, but I would have
thought” he would get much more benefit by going to a specific
place for a specific purpose. Representation on conferences
and so on must add up to a lot of expenditure. I would take
a very mean attitude to this.

Conclusion

18. I think a formal manpower policy of a'radical kind is
needed, as briefly outlinelabove. I shall be glad to exchange
thoughts on this with you when you are ready.

19. The points made in paras 9-17 are subsidiary to a
radical policy. They are, obviously, not comprehensive,
but indicative of an approval to manpower management.




20. I am copying this to the Prime Minister, Chancellor
of the Exchequer, Sir Ian Bancroft and Sir Robert Armstrong.

ﬁﬁREK RAYNER
13 March 1980




Prime Minister
CIVIL SERVICE VOTE: CASH LIMIT

I shall play my full part in implementing the
decision to make a further reduction of 24% in 1980/81 to whch
your minute of 5 March refers.

I have considered whether if any of my colleagues
cannot make a saving of as much as 2%% in 1980/81, I could do
more. But a large proportion of the staff of my Department
are engaged in providing a service which people are required

by law to use (for example driver testing and various forms

of vehicle licensing) and for which they have to pay a fee

which covers my costs. Because of the political sensitivity

of the accumulated waiting list for driving tests I am already
having to authorise further recruitment and to offset the increase
elsewhere in order to achieve my targets for reductions.

In spite of this special situation I am seeking as
you know to reduce my total departmental manpower by no less than
18% over the next two years or so. Furthermore, in 1979/80 I

shall achieve one of 4%.

I am copying this minute to Paul Channon and to

Sir Robert Armstrong.

NORMAN FOWLER
\L March 1980
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Cash Limits, Civil Service Pay and the Manpower Squeeze

We know of no reason why the proposals about public announcements

set out in Mr. Channon's minute of 11th March to the Prime Minister

should not be acceptable. The only point to be made perhaps is that other

Ministers, especially the big employers, may seek to use the circulation of
these proposals as an occasion to re~open the impact of the manpower
squeeze on them. If any such attempt is made in Cabinet tomorrow, the

Prime Minister will no doubt wish to resist it on the grounds that the basic

Y

decisions have been taken by Cabinet and must stand.

2 Ministers may well want Mr, Channon's announcement to stress
that the 23 per cent squeeze is an overall average, which does not
necessarily mean that the squeeze will be 2% per cent in every Department:
room should be left both for Mr. Jenkin's wish to be let off with less (in
order to protect the benefit-paying operations) and Mr. Heseltine's
readiness to volunteer more,

5% Finally it is important to stress that the 23 per cent is a squeeze

on costs of manpower in 1980-81, not on numbers: there will probably need
R e

TNt a0l
1 .
to be a larger squeeze than 23 per cent on numbers over the year in order to

realise the 23 per cent savings on costs.

(D.J. Wright)

12th March 1980
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PRIME MINISTER Copr Doe I ot add copilae

CASH LIMITS, CIVIL SERVICE PAY AND THE MANPOWER SQUEEZE

I have seen Paul Channon's minute to you of March 11.

I am content with the arrangements he proposes and I attach, for
information, the PQ I shall be answering on March 14 giving the
factors used in setting the 1980-81 cash limits generally,

including civil service pay.

I am copying this letter to other members of the Cabinet, to the

Minister of Transport, to Paul Channon and to Sir Robert Armstrong.

WJIE

JOHN BIFFEN
12 March 1980
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