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CSTATEMENT WEDWVESDAY 5 APRIL (251

Civie SERNICE DISPUTE

mission, IMr Speeker, 1 should like to make a

Latement about the Civil Service dispute.

ment had | e time stated
and intention to establish for the future a new,

ordered and hopefully agreed system for determining Civil

Service pay.

This offer and the statement of intention were not accepted
by the Unions. Instead they embarked on a programme of
industrial action including strikes which has continued
‘without interruption since 9 March. The industrial action

as a whole has been designed to cause the maximum amount of

cdamage at minimum cost to the Unions. The number actually

on strike has rarely exceeded 3,700. But the guerrilla
tactics have included walk-outs for part of the day,
Droiest meetings in working hours, and non-co-operation

with management.




can acssure the House that those on strike do not receive
eny pay or allowances and that the period of absence does
Staff aittending their

using to work normally are belng relieved of

their duties without pay. The Unions' stated objective has
been to damage the work of Government, but this damages the

community as a whole. Huu’ extra cogt Ao the Governmemt cac

ﬂnEI(k:ruetiéyfﬂﬁaa;ﬁbqpﬁyor.

Further, despite assurances to the contrary they have

increasingly sought to disrupt services to the public. Local
offices, providing benefits and services to the public, have
more than once been closed for part or whole of the day
without prior warning, meaning fruitless and time-wasting
journeys by many members of the public. There have already
been delays and frustrations forbassengers at ports and

airports and the thréat to hit the Easter traffic is to be

deplored.

Despite this calculated programme of disruption by a
minority of civil servants which has hit the public and done

great damage To the reputation of the Civil Service 1itself,




glad to tell the House that the work of all Government

artments has continued. The bulk of Government revenue
is being banked and delays gene

minimum. Mecasures have

to the couniry's defence capability.

There is another side to the coin. Many civil servants have

shown themselﬁes‘to be loyal to their service and have
worked hard and conscientiously to keep the work of their
departments going, in some cases in the face of threats and
intimidatibﬁ. I am sure that the House will join me in

thanking and paying tribute to them.

There have been suggestions that the Government should be
taking steps to bring the Unions back to the negotiating
table. I must make the position guite clear. Our offer of
7% for the 1981 settlement is the most that can be afforded
irom cash limits this year - which means the most which we
think it right to ask the taxpayer to finance. Indeed some
(%, — 2 million peq)%lhe in the public service have already settled

within these/limits. The Civil Service has had pay increases




last two years. That fully rectified

ects of the previous Administrmtion's

background, and at a time

llen sharply and are
ures, we see our offer this year

as being both fair and reasonable.

ir Rt hon and Noble Friend and I know that there are many

civil servants who recognise this fact but are nonetheless
concerned that future arrangements for settling their pay
should not Be confined by cash limits predetermined by the
Governmeﬁf without any negotiation. We understand that
concern and we tgld the Unions before the industrial action
began that they could come and talk to us about future
arrangements at any time. This still stands, we are ready
and willing to taik wﬂenever they are. 1 hope this House
will agree that this will be a much better and more fruitful

ldea than pursuing disruptive industrial action.

-




From the Private Secretary

Civil Service Department
Whitehall London SW1A 2AZ

01-273 4400
ki

14 April 1981 V¥

Nick Sanders
Downing Street

MM N‘-:Uk.;,

CIVIL SERVICE PAY DISPUTE

I attach a draft of the statement which the
Lord President will make in the Lords at about
1130 tomorrow morning. The Minister of State,

Mr Hayhoe, will repeat it in the Commons in
the afternoon.

We hope to be able to include a passage on the
industrial action which took place today but -

I am sure you will understand that there will
be not enough time to circulate that in advance.

I am sending a copy of the statement to the
Private Secretaries to the Home Secretary,
Chancellor, Secretary of State for Employment,
Chancellor of the Duchy of Lancaster and the
Secretary of State for Environment as well as

to David Wright in Sir Robert Armstrong's office.

Jol. Bl

J BUCKLE




My Lords, with the leave of the House I should like to make a

further statement about the Civil Service dispute.

In my Statement on 5 March, I explained that non-industrial civil
servants had been offered an increase of 7% from 1 April and had
been given a clear statement of our desire and intention.ﬁo establish
for the future a new, ordered and agreed system for determining Civil

Service pay.

The offer and the statement of intention were not accepted by'the
Unions. Instead they embarked on a programme of strike and guerilla

industrial action which has continued without interruption since

March 9.° Théyiga§é éet~out to damage the work of Government Depart-

" e ——————

ments,hbu%mtheyhéﬁe é#éP}éekéd-the fact that what damages the wurk

of Government damages the community as a whole.
Further, despite assurances to the contrary. they have increasingly soughtT

to disrupt services to the public. Local offices, providing benefits anc
services to the public, have more than once been closed for part

or whole of the day without prior warning,-aéaﬂing fruitless and
time-wasting Jjourneys by many members of the public. There have

already been de;ays and frustrations for passengers at ports and
airports and the threat to hit the Easter traffic is-te be-deplored.

If it is carried out, that will-mean—that hundreds of thousands of

travellers will face a ruined holiday. What good purpose can that

possibly serve?

i

The induétrial_aotion is in%eﬂded‘to cause the qaxipum amount of

damage at minimum cost to %hewUnions. The number actually on strike

 has rarely exceeded 3,700. But the guerrilla tactics have included




. walk-outs for part of the day, protest meetings in working hours,

and non-co-operation with management.

I can assure the House that those on strike do not receive any
pay or allowances and that the period of absence does not count
for pension purposes. Staff attending their offices but refusing

to work normally are being relieved of their duties without pay.

Despite this calculated programme of disruption by a minority of
civil servants which has hit the public and done great damage to

the reputation of the Civil Service itself, I am glad to tell the
House that the work of all Government Departments has continued.

The bulk of Government revenue is being banked and delays generally
have been kept to a minimum. Measures have been taken To overcome

the threat to the country's defence capability. The unions have
sought to represent these measures as strike-breaking. They are

not. We have no-intention of using the Armed Forces to break strikes,

But it is our plain duty to ensure the safety of the realm and

we shall do what is needed.

—
—— - _—
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T T alll

There is another side to the coin. Many civil servants have shown
themselves to be loyal to their service and haye worked hard and
conscientiously to keep the work of tThelr depaftments going, 1in
some cases in the face of threats and intimidation. 1 am sure

that the House will Jjoin me in thanking and paying tribute to them.
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There have been suggestions that the Government should be taking
steps to bring the Unions back to the negotiating table. I must
make the position quite clear. Our offer of 7% for the 1981 settle-
ment is the most that can be afforded from cash limits this year

-~ the most which we caﬁ ask the taxpayer to finance. The Civil
Service has had pay increases of almost 50% in the last two years;
That fully rectified the adverse effects of the previous Administr-
tion's incomes policies. Against that background, and at a time
when pay seiitlements generally have fallen sharply and are now

well within single figures, we see our offer this year as being
both fair and reasonable. Indeed 13 million people in the public

\-—1-1

service have settled at around 7%.

I know that there are many civil servants who recognise this but
are concerned about future arrangements for settling their pay.
I understand that concern, but it cannot be an adquate reason
for taking industrial action now. We have given a clear under-
taking about our intentions for Civil Service pay arrangements
in the future. We held a number of meetings on the subject with
the Unions befqre the industrial ectlon began, and we have made clear
that.%Le§W¢;;$¢;Léﬁa;£NE;1k tehue-et any time. We have made clear
that all relevant factors are open for discussion - those which are
of concern to the Unions as well as those of concern to the Government.
Both the Government and the Unions have sald that they see the need

‘g WS

for changes 1n the present arrangements. WOrklng them out 1s the

e
-re&l—preblam:and-lt'will not be- solved.by contlnued industrlal actlon.




10 DOWNING STREET

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

CIVIL SERVICE STRIKE

I understand that at Cabinet this morning the Lord President said
that he might want to use tomorrow's statement to indicate a
willingness to take an initiative with the unions over the current
strike. Obviously he would not reveal his negotiating position

in any detail, though I am not at the moment clear whether he might
be tempted to indicate willingness to hold an lndependent enquiry

into the arrangements for pay for the longer-term.

told Cabinet that if today's action
was widespread, he would not want Lo indicate readiness to negotiate

before Easter. On the other hand, the response to today's call

for action were very limited, he might use the statement as a vehicle
for an initiative.

to the extent that
It is also the view of Douglas

. ho has, I think, a good sense
of negotiating tactics.

I accept, of course

the airports,
pressure then.,




Sz b,

. quessment of the likelihood of them stepping up their action. A

n
negotiation is a war of nerves; we think the risk is worth taking. A
If the unions become uncertain about the strength of their position,
there. is a much better chance that we shall emerge from the
negotiationswith only limited concessions about 1982. If we make
concessions too swiftly about the longer-term enquiry, there may be
strong pressure later to concede arbitration for 1982 - which I am
sure you agree would be a big mistake.

B

ot i A
JOHN HOSKYNS

SECRET

2




SECRET AND PERSONAL 7

Caxton House Tothill Street London SW1H 9NA
Telephone Direct Line O1-213 .o

Switchboard 01-213 3000

T L'M dml‘ (e
Tim Lankiéfgr Esq ’
10 Downin¢ Street W,
LONDON SW1 |L_ APRIL 1981

CIVIL SERVICE PAY

As you know, Mr Prior is unable to attend Cabinet this morning.
However, he has seen Sir Robert Armstrong's letter of 10 April
to John Wiggins to which was attached a draft of the proposed
basis for the 1982 settlement. He has the following comments:

1 Although he would prefer contact with the
civil service trade unions before Easter, it
1s essential that the Lord President should
have a clear negotiating position. This

must mean that not only the attitude towards
1982 is decided, but that Cabinet should also

have taken a decision in principle about
(——-—- some long term enquiry. Any contact with the

uET3E§_E§T3?€_E€E%§ions have been reached =~

by the Cabinet will almost certainly founder.

2 It would be up to the Lord President to
decide how much of his hand to reveal at the
start of negotiations.

5 As to the factors referred to in para 3
of the draft, these are all parts of a meaning-
ful collective bargaining - they would need to
be spelt out to cover our public position.

4 In para 5 of the draft Mr Prior would be
prefer the statement in the first set of
brackets. He further suggests that the word
"modify" should be inserted instead of
"override".

I am copying this letter to Sir Robert Armstrong, John Wiggins and

M\ ‘T‘?Jwv

MISS M C FAHEY
Private Secretary

Jim Buckley.
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PRIME MINISTER'S QUESTIONS : 14 APRIL
INDUSTRIAL ACTION AT GCHQ

Line to Take

i L GCHQ, like other Government departments, was affected
by the one-day strike of civil servants on 9 March. About
28% of all members of GCHQ, taking the headquarters and

the outstations together, stayed away from work; the most
serious effect was the closure of the Headquarters
communications centre for 24 hours. However, the level of
absence in those parts of GCHQ directly and immediately
concerned with current work was in fact only 18%, and the
effectiveness of the Department in its most critical
functions was maintained.

2 There have subsequently been three periods of industrial
action at outstations, and a fourth is in progress. The
impact of these occurrences has varied. Whilst the action

has been serious, it has not prevented GCHQ from fulfilling
1ts main tasks.

3 Finally I should like to put it on record that, for some
months past, GCHQ staff have been called upon to work
unusually long hours, including over weekends. With the
exceptions I have noted, the staff have responded loyally

t0 the heavy demands thus placed on them.

UNCLASSIFIED
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PRIME MINISTER

COST OF CIVIL SERVICE PAY INCREASES

You said recently in the House that the offer

of 7 per cent to the civil service will lead to

an increase of 11 per cent over last years pay.
This 1s just to advise you to be chary of using
that figure. Taking account of plusses and minuses

1t looks as if it will be notably lower than that
- between 8 and 9 per cent.

FRIME MINISTER
SOAMES

| 3 April 1981 e L H""f"ﬁ ~ce ihnel€
+ |/ y/ for ‘hj;fj
t | %, for intrtmetnl daft
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Ref. A04712

PRIME MINISTER

Civil Service Pay Dispute
(C(81) 15) |

This memorandum by the Chancellor of the Exchequer and the Lord

President was commissioned by the Cabinet on 9th April. Its salient features
Ny S—

aler=

(1) It records the Cabinet's agreement not to increase the 7 per cent offer for

O —————————
1981 (paragraph 2a.); and it indicates (in the last paragraph) that, if the

———
unions refuse to respond to Government overtures for a settlement, it

—_________—_____———————h——————b

may be necessary to reconsider the operative date of 1st April,

”—___N

(2) It invites the Cabinet to decide whether to deal with the establishment of a
o,

longer-term system of pay determination by means of negotiations with

the unions or by means of an W(paragraph 3).

(3) It describes (in paragraph 6) the proposed arrangements for flexibility in
e

the operation of the cash limit system in 1982, which would retain the

Chancellor's right in the last resort to determine the amount of cash
available while not setting a predetermined ''pay factor' limit on the

amount of a settlement, and therefore leaving some room for

negotiations.

(4) It refers to a note which has been prepared to serve as a negotiating brief

for discussions with the unions on the arrangements for the 1982 settle-
ment (paragraph 9); because of the sensitivity of this it will not be
circulated 1n advance but handed round at the meetin g and withdrawn at
the end of it. A copy of the note is attached to this brief.

BACKGROUND
2. The purpose of this meeting is to give the Lord President his negotiating

brief for opening up with the unions while you are away.

m

LN Given that there is no disposition to increase the 7 per cent offer, the

Lord President's only room for manoeuvre lies in what he says about

(a) the system for the longer term;

(b) the 1982 settlement.
k7

SECRET




The prospects for a settlement of the current dispute will depend on what he can
say about these two questions,
The system for the longer term

4, The Government is already committed to establishing an ordered and

agreed system for determining Civil Service pay for the longer termm. The

question is how to proceed: by means of negotiations with the unions, or by

means of an independent inquiry ?
\ — P ——— S .

< For the purposes of the current dispute, the minimum position must be to

reassert the commitment te establishing an ordered and agreed system, and to
promise to discuss with the unions how to proceed.

6. The argument in favour of proceeding by way of negotiations with the
unions is that the Government remains in control of the process, and cannot be
presented with unpalatable proposals from an independent but authoritative
source, DBut the process of negotiation will not be easy. As the work now in

N—._d
process in MISC 54 already makes clear, what the Government will be trying to

get in negotiation will be a series of differences from and changes in the old
arrangements which would be improvements from the Government's point of view
but would be retrogressive from the unions' point of view. The unionsg will be
well aware of this; and they are not in a mood to be particularly trustful of the
Government,

- &8 Technically the Cabinet do not need to decide at this meeting whether to
proceed by way of negotiation or by way of an independent inquiry; and it would
be perfectly possible to start by way of negotiation and tun:;:;;l independent
inquiry only if and when negotiation had run into the sand. But I believe that the
Cabinet should decide at this meeting whether the Lord President should be

C‘__—_. authorised to offer an independent inquiry, if he judges that it would be useful to do
s0, because such an offer could well prove to be one of the crucial points in
securing a settlement of the present dispute. |

The 1982 settlement: flexibility in the cash limit system

8. The Lord President will not be discussing the cash limit system with the

e

unions. What matters here is that the Cabinet should be convinced that the

various forms of flexibility proposed by the Chancellor give a reasonable freedom

e

'l st an ¥ o '
o = ( Q -
u—g" ‘-:ﬂ-: *-:::ﬁg - -'rm g




of manoeuvre for negotiation. The paper goes a considerable way in that

direction., It envisages:

(1) provisional decisions on cash limits which do not distinguish the ''pay

~Tactor'' from the "price factor', but have in effect a single "'inflation"

————- f"——---_-a
factor;

(2) announced cash limit decisions which are realistic but on the low side of
realistic, with provision for additional money to be available from the

central contingency reserve, if it is necessary to make an offer which

goes outside the announced cash limi"i:';d

M
(3) some flexibility to adjust numbers;

(4) possible changes in structure of votes.

e
- I doubt whether the Cabinet need discuss these matters in detail: they

should be able to welcome the additional -flexibility. The Secretary of State for
the Environment may ask about the implications for local government. The local
authorities of caurse have flexibility through their access to rate revenue as an
alternative source of income. It would in theory be possible to top the Rate

Support Grant up from the contingency reserve; but the Chancellor will want to

be sure that that possibility is not referred to outside the Cabinet Room.

The 1982 settlement: negotiating brief

10. The document to be handed round at the meeting - copy attached - sets out

w

the proposed negotiating brief. The passages in square brackets are those where
“

there is a point of substance for discussion or decision:
T

() The second sentence of paragraph 1 is in very general form; it could be
e ANy,

made more specific, once the Cabinet had decided whether toc deal with

the long term by means of negotiations or an independent inquiry.
b — —

There is a critical point in paragraph 5. It is the question of the

ﬁ
Government's stance on arbitration in 1982, Under the Civil Service

—— s e s 2SI e P S
Arbitration Agreement, which has not been suspended, the Government

g
1s committed to let a claim on pay go to arbitration if agreement is not

reached in negotiation, Despite this, Governments have on occasion

(including this year) refused to allow a claim to go to arbitration. The

e
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unions will certainly ask whether the Government will be prepared to
allow arbitration next year., The first set of words in square brackets
would not commit the Government either way: it would leave the matter
open. The second set of words in square brackets would commit the
GCovernment to letting the claim go to arbitration if negotiations failed.
Either way, the Government would (in the last sentence) be reserving the
right not to accept the resgults of arbitration, but would be undertaking not
to modify an award without the approval of Parliament.

11. The Chancellor prefers the non-committal form of words, because he

feels that a commitment now would be a promise to allow unilateral access to

arbitration. The Lord President believes that the combination of:

(2a) no commitment to go to arbitration
(b) = reserving the right to modify the award

would stand no chance of carrying the unions towards a settlement of the dispute,

He will argue very strongly that, even if he is to start by not making a commit=-

ment, he should be authorised in negotiation to offer a commitment to let the

claim go to arbitration, if it cannot be settled by negotiation, but should stick to

reserving the right to modify the award.

12. I would judge that the LLord President would have a reasonable chance of

reaching an agreement which ended the current dispute, if he had authority to

offer in the course of negotiations:

(1) an independent inquiry into the long-term system;

(2) for 1982,
—
(a) negotiation in good faith and without a predetermined cash limit;

(b) a commitment to let the claim go to arbitration if agreement could

not be reached in negotiatims. ey

It would be important that he should reserve the right to modify any award in 1982,

if its public expenditure consequences were unacceptable; the unions might be

brought to accept this, if (as proposed) the Government promised not to modify an

award in 1982 without obtaining Parliamentary approval.

il




HANDLING
13, You will wish to invite first the Chancellor of the Exchequer and then the

Lord President to introduce the paper. We will have the note on the negotiating

“
brief ready to hand round.

m

14, If the Secretary of State for Employment is there, he should be invited to

speak next. Thereafter the Secretaries of State for Defence, Social Services and

Trade may all wish to come in,

CONCLUSIONS

ot You will wish to record a conclusion as to whether the Cabinet are content
with the negotiating brief proposed by the Chancellor of the Exchequer and the
Lord President; and specific decisions on whether the Lord President is
authorised to offer, if he judges it appropriate and useful:

(1) an independent inquiry into the long-term system;

(2) a commitment to let the 1982 claim go to arbitration if necessary
(reserving the right to modify the award if the cost cannot be
accommodated within the flexibilities envisaged by the Chancellor).

16. The Cabinet should also decide whether the Lord President is free to
increase the 1981 offer to 73 per cent, if that is all that stands in the way of an
agreement which could end the dispute, on the understanding that the increase

would have to be accommodated within the 6 per cent cash limit.

13th April, 1981
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PROPOSED BASIS FOR 1982 SETTLEMENT

The Government accept that, the Civil Service Pay

Agreement having been suspended, it is necessary to

establish for the future an ordered and agreed system for

determining Civil Service Pay. [_-They are working out
proposals in this regard, and will be discussing this
question with the unions shortly. :/

2. If it does not prove possible to establish a new

system of pay determination izgi_xas for the settlement

for 1982, the Government will at the appropriate time enter

into negotiations with the unions with a view to reaching
 ———

agreement upon the amount (or amounts) required, given

all the circumstances then prevailing.

< Each side will be free to introduce into the

negotiations whatever factors seem relevant and
appropriate. For its part, among the factors of which the
Government will expect to take account in the negotiations
are:

(a) Supply and demand for different categories of staff:
vacancies, job applications, voluntary wastage,
turnover.

Relative security of employment, taking account of
unemployment rates, redundancies, etc.
Movements of other wages and salaries since the
1981 Civil Service settlement,
Relative attractiveness of terms and conditions
of service, including
(i) pension contributions and entitlement,
including inflation-proofing;
(ii) other conditions of service (hours, leave,
fringe benefits, etc. ).
General economic circumstances and comparative

growth of the pay bill in the ‘Civil Service and the

private sector,

SECRET AND PERSONA L
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4. The Government will go into these negotiations
with a desire to reach agreement and without a pre-
determined limit on the cost of any settlement. But the
Government would be failing in their duty to the taxpayer,
if they did not have in their minds, as they seek to reach
agreement on Civil Service pay for 1982-83, the con-
sequences of any settlement for the level of public
expenditure. They will hope to reach agreement on a
settlement that can be justified by reference to that
consideration as well as being acceptable to the Civil
Service.

De If it were not possible to agree a settlement in
negotiation, [__a-.nd if it were then agreed to refer the claim

to arbitration under the Civil Service Arbitration

Agreement, the Govermnent:/ _/_-Ehe Government would be

ready to let the claim go to arbitration under the Civil
Service Arbitration Agreement, and:/ would endeavour to
find means of financing the award within the planned
overall levels of public expenditure/ If in the last resort
the Government did not feel able to b.e bound by the award
of the arbitration tribunal /because of its consequences

for the level of public expenditure:/, it would not modify

it without seeking and obtaining the authority of Parliament.

SECRET AND PERSONAL
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CIVIL SERVICE DEPARTMENT
WHITEHALL LONDON SWIA 2AZ
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Sir Ian Bancroft G.C.B.
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Mike Pattison Esq 13 April 1981
Private Secretary
Office of the Prime Minister

10 Downing Street
LONDON SW1
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INDUSTRIAL ACTION PROGRESS REPORT

The attached Annex shows, by Department, the number of non-
industrial civil servants on strike last Friday. The
average number out each day last week was 3,300. In the
five weeks since the industrial action stdf%ga: a total of
335,000 man-days has been lost as a result of civil
servants being absent without authority for a day or more.
oome civil servants have been out for the whole of the five
weeks.

These statistics are far from giving the whole picture.
Bach day there have been many walk-outs - some lasting a
snort while, some for half a day or more - and protest
meetings involving absence from the office. Over 100,000
civlil servants, for example, took part in such walk-outs or
protests on 1 April. It is not possible to quantify either
these or the effects of non-cooperation with management
(working to rule, refusing to work overtime, and so on).

The main areas of industrial action last week were :

(i) INLAND REVENUE - Accounts Offices at Cumbernauld
and Shipley still closed; some staff in the
Collection Office network on strike; 96 Temporary
Relief from Duty (TRD), and others not working
normally; and (a new development last Friday) 24
staff now on strike at the Worthing Computer Centre.
Management staff - those at Bush House, for example -
are working long and hard to bank as many PAYE
cheques as possible, but they are under increasing
strain. In some cases p<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>