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9 July 1981

MR LANKESTER cc Mr Vereker
' A | <1 o« |

CIVIL SERVICE PAY INQUIRY: CHRISTOPHER™FOSTER AL o iy

(o ny Py Rouay )

Christopher Foster is keen to sit on the Inquiry. Cooper's and ‘

Lybrand are of course in principle very anxious to help if they
can. However, like Alan Lord, and unlike some of the other members,
Foster 1s a busy full-time executive. He would like some

reassurance on the following three points:

Over what elapsed time will the Inquiry sit?

Can he do slightly less than his share of listening to
witnesses and travelling; and more than his share of reading
and thinking? ;
Is there any danger that his membership of the Inquiry could
prejudice Cooper's chances of getting other consulting
assignments for Central Government (eg the recent work he did

with CPRS and Alan Walters on the rail electrification proposal)?

g o e

I doubt 1f Megaw can give can give him much more guidance than we

can on question 1. I would guess that we can give him reasonable
assurance on question 2. He will himself talk to Sir Ian Bancroft
about question 3. But 1 am assuming that there would be no problems
there, otherwise Sir Ian would have pointed out the problems of
putting a consultant/accountant onto the panel in the first place.

I have told Foster that I think that his contribution should be
front-end loaded. 1In other words, assuming that we can satisfy

him on question 2 above, he should still be prepared to make his
main contribution in the early weeks. Like any R&D project, every-
thing depends on high quality thinking from a handful of people at
the outset. That will determine whether what follows 1is a shambles
or value for money. So I hope that he will be able to help them
orientate themselves, translate their terms of reference into clear
objectives and a structured programme, since this is the area where
some of the talented and worthy members may be complete amateurs.

I would guess that this is the same sort of contribution that Alan
Lord could make - provided he has the time to sit at all.




. I would welcome any comments, as I want to get back to Foster as
quickly as possible.

JOHN HOSKYNS
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The Rt Hon Sir Geoffrey Howe, QC, MP , 2

Chancellor of the Exchequer | {)Nasxx:TQ
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Parliament Street
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CIVIL SERVICE REDUNDANCY STATISTICS

1 have seen your Private Secretary's letter of 26 June on this
subject. If you see no value in the sort of working group which
I suggested, so be it. I am glad you think it would make sense
if the inquiry into Civil Service pay looks closely at the
question of relative job security. That it will surely do (not
least because we shall ask it to) and I am content to wait for
that. Because officials have found a scarcity of information on
this subject I thought it sensible to make whatever new arrange-
ments we needed so that we did have the facts available to us but

if you do not wish your Department to be associated with the work
I will not press you.

I am anxious that we should not lay ourselves open to the charge

from the Civil Service that we are using figures in such a way as
to put them unfairly in a yet more unfavourable light. After all,
it is of great importance that we should husband a good employer/

employee relationship.

A ————




Board Room

H M Customs and Excise
Kings Beam House

Mark Lane London EC3R 7HE

S el N “o- N .
AT P G L Do lan Wuly 1261

CHANCELLOR OF THE EXCHEQUER ce Sir Lawrence Airey

Mr Downey
TL

v «

CIVIL SERVICE DISFUTE ﬁ?

May I comment briefly on Mr Vereker's draft paper for Cabinet
(I am assuming that the final version will not be round in time
for comment - indeed will probably be handed round at Cabinet).

1. I think that 1t 1s very important to settle the issue
before the main holiday season, and the Parliamentary recess.
,Eg—gﬁ-official I obviously have most in mind the problems of
revenue collection, and recovery, but I can also envisage the
Government coming under heavy political pressure if there has not
by then been action to settle the matter. This could result in

some drastic move (by either side) which could make post-strike
attitudes even more sullen.

e e S0 1t has to be brought to a head and I favour, as part
of this, the 2% and the 1982 arbitration formula. The latter is
more importaﬁg_%han the former but both are necessary. All
reasonable staff will understand that there must be an "over-riding

national interest" clause. The problem will be to convince a
e e s

distrustful Service that it will not be lightly exercised.

Ministerial statements on this will need most careful and sympathetic
pPhraseology.

S On the "sticks" side I am glad to see that the divisive
notion of selective imposition of 7%;po longer features, but I still
do not understand why there is no proper analysis of withdrawal of

E the "check-off" facility. The key to this dispute is union funds,

and 1t 1s € unions, not the staff, most of whom are working loyally,
———————

who should be pressurised. Majbe there is an agreement with the
e R ————— . .
unions to provide the facility but should it continue to operate to

finance the disruption of the provider?

d




4, Financing the 1% cut. I see that "Revenue" are

cited as a Department which could not make an additional 1%

cut 1n manpower. I am sure that you will interpret this as

including both your Revenue Departments.

Da I am also glad to see that the possibility of restoring
leave and pension rights to strikers has been dropped. Loatill

do not understand the reference to lost seniority. CSD have
assured me that it is not lost anyway . It 1s not the most vital

of points but it is worrying that the facts seem so elusive.

D Finally, the proposed announcement of withdrawal of the
operative date will come as a fearful shock to staff working

normally. To minimise the effect on their goodwlll the fact that

urgent meetings with the unions are to take Place to find g

- settlement needs to emerge at once, even if not officially.

DOUGLAS LOVELOCK
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PRIME MINISTER S
Civil Service Dispute .7“1_—-

I have had the draft paper for Cabinet, and draft letter

for the Lord President to send to his colleagues, typed up

to include the Lord President's comments last night, in
preparation for your discussion with the Chancellor this

afternoon.

T'he Lord President's suggestion that we include the phrase

"to be ready" (to make further cuts accordingly) seemed to me
dEQETESE;T_Eince Et significantly weakens the intended sense,
which 1is that in general the presumption must be that further
manpower cuts will be required as a result of the extra half
per cent. 1 discussed it with Sir John Herbecq, who, after
consulting the Lord President's Private Office, has agreed

to take 1t out; and he has also agreed to make it clear that

we are talking about financing the increase within existing

degartmental cash limits.

If the Lord President's letter were to issue, therefore,
there may be some Ministers whose present plans will already
accommodate the extra half per cent and e will have to take
no action, but most will have to make further adjustments in
their staff costs in order to stay within their cash limits,
and the CSD accepts that they would be expected to lean hard
upon even the large employers (Employment, DHSS and Revenue)

whose manpower figures are under greatest pressure.

\

-
-

8 July 1981
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POSSIBLE SOLUTION TO THE CIVIL SERVICE DISPUTE

1. The Lord President writes to the Unions this afternoon
(Thursday) telling them that the Government has decided that

unless the unions call off their campaign of industrial

disruption by 16 July, the operative date will be withdrawn and
decided later.

(/L,..a

k#’fﬁ? 2. CSD officials approach the Unions privately on Friday,
Lt
"‘k.‘-.!z“

to enquire whether, if Ministers were to agree to the following

package, this would end the dispute:- \MJ
} o #_h 7
el 714}

LN |

‘v/// - Restoration of the operative date to 1 April. (%mﬁyqﬁ;nJ\

1i. Consideration by the Government of one Union

nominee for the inguirz.

Plus either or both of the following:

Offer for 1981 to be increased to 73%, the extra

3% to be financed as set out in the attached draft

letter to Ministers.

An improvement on the present arbitration formula
for 1982 (that the Government is not committed to

arbitration for 1982 but does not rule it out)

on one of the following lines:

The Government will if necessary refer the
dispute to arbitration in 1982, but will ask

the House of Commons to override the award
11T 18 too high: —Or

The Government will if necessary refer the
dispute to arbitration in 1982, but will

itself have power to set the award aside

on grounds Of overriding national policy.
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DRAFT LETTER TO THE HOME SECRETARY
——— S o VWL OLURLIARY

CIVIL SERVICE PAY

I wrote to you and other colleagues on 13 February about the
decision to offer a 7% pay increase to the Civil Service Unions.
I recorded that this was on the understanding that the
additional costs would have to be found within the existing
cash limit factors of 6% and 11% and warned colleagues that
they would therefore need to contain expenditure on staff and

staff-related matters within the cash limits now set.

We shall tell

the Unions that the Government intends to finance this within
the existing departmental cash limits by making a further
reduction in Civil Service staff costs. The purpose of this

letter is towarn colleagues that they will need to make further

cuts accordingly.

Copies of this letter go to the Prime Minister, all Ministers in

charge of Departments and Sir Robert Armstrong.
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PRIME MINISTER Copy No: [

of 5 copies
CIVIL SERVICE DISPUTE

',7 As agreed at the end of your meeting this morning, I
. discussed the draft paper for Cabinet this afternoon with

) R R ———
Sir John Herbecq, Gordon Burrett and CSD officials concerned

with manpower.

We agreed the attached draft paper, designed to be
handed round at Thursday's Cabinet (and withdrawn afterwards).
It is anonymous, and it is open to question whether you would
introduce it, as the Lord President prefers, or whether the
Lord President should do so himself. CSD officials are
Submitting it tonight to the Lord President; and I am send-

lng a copy to the Chancellor under cover of this minute.

You will see that the way we have dealt with the 3%/
manpower trade off is by reference to an attached draft letter
from the Lord President to his colleagues warning them that
they will need '"to make further cuts accordingly'". I went
into some detail with CSD this afternoon on the possibility
of making the trade off more explicitly additional to cuts
already planned. I am satisfied that we cannot go further
than 1n the draft letter, without making a commitment which

it would be impossible to demonstrate we had fulfilled. This
1S” because -

(i) Neither CSD nor Departments know exactly at

present what their expected manpower figures
at the end of the year will be;

Additional manpower cuts announced now and
taking effect between now and the end of the

financial year would have to be enormous to

M
yvield the extra 1%, because nowhere near a

m“

full year's savings would be achieved; and

SECRET.
‘i’: AT W i -t




Copy No: 2
ol S5 copiles

(iii) Certain departments (Employment, DHSS and
Revenue) could not do it anyway.

It is not practical to demand departments' current manpower

Plans, cut them, deduct 3%, translate that back into manpower
savings and insist on the outcome. If the formula suggested
in the draft letter does not go far enough for you, then I
think the better course would be to forget the extra 3%

B S A

altogether (though we should probably retain it as far as

Cabinet). The effect of the formula would certainly be that

you could defend the extra 1%, and that although not all

Departments would make additional manpower cuts, some would

have to, and by the end of the year, manpower would be lower

e e |
than it would otherwise have been.
M

One other point: we have deleted the reference to the

Lord President making an announcement about the enquiry team,

because it is unlikely that this would have any effect, and
not all the members may have been appointed by them. It would

be more appropriate to convey the sense of the first step in
a letter to the unions anyway.

Are you content that, subject to the views 0{ the Lord
President and the Chancellor, the attached draftzietter be
handed round at Cabinet on Thursday?

7 July 1981
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POSSIBLE SOLUTION TO THE CIVIL SERVICE DISPUTE

Ya The Lord President writes to the Unions this afternoon

(Thursday) telling them that the Government has decided that
&@%MM (-mu ‘H’ I;:hgor g N ¥ “bmﬁﬁlm u—r-ﬁc.--ﬂ-u
unless 1ﬂéﬁstfta%—ae%&en—geases by 16 July, the operative date

will be withdrawns and—the e—operative—dabe

L]
- a ()l
Ly |

subjle -O—1-8 Ln-the light—e
| &n) Tliideo lede,
&.
R

2o CSD officials approach(Unions privately on Fridayé, ﬁ‘ -h, e,,_s,w:.,r}

» ™YY ; arve » ~

o

ﬂmﬁ nﬁwf4h ﬂh@ 45 wwyhuan Pﬁ&kaq
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. 3 Restoration of the operative date to 1 April.

11. Consideration by the Government of one Union nominee
Plus gc;ghg?e ’l_n'%}c%%yc;f the following:
g\ (__/ﬁ-o_f_%‘ehﬁ%_;be increased to 74%, the extra %% to be
il financed as set out in the attached draft letter to
Ministers.
1v. An improvement on the present arbitration formuls Jmen,
(that the Govermment is not committed to arbitration for

1982 but does not rule it out) on one of the following

lineg:s " . SRS AR B,

-
L ——————

.f The Government will if necessary refer the dispute to arbitration
\ in 198?’buri g -
a . will ask the House of Commons to override the

award 1f it is too high; or




[N S S L S W
b. L%-GW% will 1tself have power to set the

award aslde on grounds of overriding national prolicy.
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DRAFT LETTER TO THE HOME SECRETARY

CIVIL SERVICE PAY

1 wrote to you and other colleagues on 13 February about the
decision to offer a 7% pay increase to the Civil Service Unions.
1 recorded that this was on the understanding that the zddition=1
costs would have to be found within the exlsting cash limit
factors of 6% and 11%, and warned colleagues that they would
therefore need to contain expenditure on staff and staff-

related matters within the cash limits now set.

We have now agreed to see whether a further increase of %% in

pay will serve to bring the dispute to an end. We shall +el?

the Unions that the Government intends to finance this within
the existing[gg;h limits by maeking a further reduction in Civil °

Service staff costs. The purpose of this letter is to warn

lo—be—reariy

colleagues that they will nee%#?omake further cuts accordingly.

Copies of this letter go to the Prime Minister, all Ministers in

charge of Departments and Sir Robert Armstrong.




Civil Service ticprat v
\VWhitchall London SW1A 2AL

01-273 4400

[g February 1981

The Rt Hon William Whitelaw, CH, MC, MP
Secretary of State for the Home Depariment

50 Queen Anne's Gate
LONDON SW1H SAT S
. = ﬂ!/Mx;‘T

Ca C'\-/'I (C".,-.A" !/) o R

| 2NN \wu/{lLLA£2_J

CIVIL SERVICE PAX

I explained to colleagues:hnlﬁ(kmmdiiee why I thought 1itT
necessary to offer 7% to the Civil Service unions and 1 weas
authorised so to do. 1 intend to put this to them next weck.

The authorisation was on the understanding that the additional
costs would have to be found within the existing cash 1imit
factors of 6% and 11% and this is to warn colleagues that they
will therefore need to contain expendiilure On staff and staff-
related matters within the cash limits now set.

Copies of this letter go to the Prime Minister, all Minislers
in charge of Departments and Sir Robert Armstrong. |

CONFIDENTIAL




Delete lines 3-11 and replace by:

"Unless the unions call off their
campalgn of industrial disruption by
16 July, the operative date will be
withdrawn and decided later.

CSD officials approach unions privately

on Friday to enquire whether if
Ministers were to agree to the follow-

ing package this would solve the

dispute:

(1) Restoration

In the draft letter, last line of

paragraph 2, after ''need', insert

"to be ready'.




Alexander Fleming House, Elephant & Castle, London sg1 6BY

Telephone 01-407 5522

From the Secretary of State for Social Services T\-/ .
/

Note issued by the Rt Hon Patrick Jenkin MP on 7 Julv 1981

THE EFFECT OF INDUSTRIAL ACTION ON SOCIAL SECURITY
BENEFICIARIES

DHSS Ministers hope that the attached notes on the

current effect of the Civil Service strike on social
security beneficiaries will be helpful.
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THE EFFECT OF INDUSTRIAL ACTION ON SOCIAL SECURITY BENEFICIARIES

The Civil Service Unions'! selective strike action has hit the social security
operation in some respects. As the Unions have recently decided to continue
this action, we thought you should know just how your constituents who are
beneficiaries might be affected. We can only give you a situation report,

since almost daily changes in the Unions! activities alter the picture quite
a lot.

The great majority of beneficiaries are contimuing to receive their full benefit
in the normal way. It is only right to add that the Unions have said themselves
that they do not wish to prevent people getting the money that is due to them.
Nevertheless their action has made it necessary to make special arrangements in
respect of certain groups of beneficiaries.

A, RETTREMENT PENSIONS

Because the contributions computer is out of action at Newcastle, it has
not been possible to work out the precise entitlement of people who retire
after 6 July. Under regulations passed last month, we have taken power to
pay these people an interim rate of pension which will be the standard
basic rate for a single person or a married couple. The awards will have
to be reviewed when the industrial action ends. Many people will be
entitled to bigger pensions than the basic rate, but of course there could
be some, with deficient contributions records, whose pension entitlement
turns out to be less than we have been paying from local offices, under
the special arrangements.

Be. CHILD BENEFIT - Existing payments

No new Child Benefit order books are being issued from the Chilg Benefit
Centre. We have arranged that from 29 June recipients of chilg benefit
whose order books expire should be paid at the post office on their old
book. The post office will date stamp the 0ld book each week and then

issue payment at the rate shown on the book. Only one week's benefit will
be payable in each week,

'

- Claims for new children

No provision can be made for a new child, as all the post office
contimue to pay on the basis of the sum of one week!

1
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existing order book. Nor, of course, is it possible to issue new books
for the first child of a family. All arrears due will be paid when we
get back to normal, and meantime the "stub payment" system ensures that

those who have been receiving child benefit continue to do so.

C. UNEMPLOYMENT BENEFIT

Ihis 1s normally paid by giro issued fortnightly from the two computer
centres at Reading and Livingston in Scotland. Both are now affected

by the strike action. The Department of Employment's Unemployment Benefit
Offices are paying all those who would normally receive benefit from the
computer centres, by giro issued locally. The claims for unemployment or

supplementary benefit from those who become unemployed are being dealt with

in the same way.
D, WAR PENSIONS

The computer making payments at the Paymaster General's Office is also now
out of action. This pays %0,000war pensioners in addition to public service
pensioners. Instructions have been issued to our local offices so that they
can make payments to war pensioners who would find it difficult to wait until
the dispute is ended. (Many war pensions are, of course, of small amount and

paid to people who have other resources.)

With these arrangements we have made every effort to protect the position of
our beneficiaries. It is very much our concern to ensure that this remains the

case whatever developments there may be in the industrial dispute.

I am afraid there will inevitably be individual cases where difficulty arises. Do

please let your local DHSS manager know of any problems. He will do all he can %o
solve them. Looking forward, it is clear that when the industrial dispute comes to

an end there will be quite a long period of recovery involved. Certainly in some
areas it will not be possible to resume normal service until some time after the end

of industrial action.

We plan to write to you again at that stage to let you know how the recovery plan
will take place and when we may reasonably expect to be back to normal.
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DRAFT LETTER TO THE PRIME MINISTER FOR SIGNATURE BY
THE LORD PRESIDENT

Your Private Secretary*s letter of 2 July suggested an early
meeting to consider the handling of Government evidence to the
Civil Service Pay Inguiry under Sir John Megaw. This would be
helpful.

2. The inquiry will require a good deal of factual background
material; the preparation of this is in hand. But we shall also
be asked to set out our views on the present pay system and on

the considerations which we want the inquiry to have in mind

in their work.

3e The Committee will have to work quickly to produce a
worthwhile and thorough report by next summer. So 1t must

concentrate on the pay issues although it has sufficiently wide

terms of reference to examine any relevant aspect of Civil

Service management and practice.

4. We could set about framing a set of detailed proposals for
a new system under the Committee. I think that would beégﬁng
approach for us to take. We do not want the inquiry in effect
to be sitting in judgment on a Government scheme. That would
reduce our room for manoeuirre after we have their report. There
will be important points we want to get across to the Committee.

But we must not give the impression (either to it or to the

unions) that we have made up our minds before we have heard




CONFIDENTIAL .

what the inquiry has to say. We have set it up predisely

because there are genuinely difficult issues here which we
want to have thoroughly examined and on which it will be

helpful to have its recommendations before we ourselves come

to conclusions on the pay arrangements we want for the longer

term.

officials to proceed quickly to }detailed drafting. As its work
proceeds the Committee will want more detailed evidence on
particular issues. We can also expect to be asked to comment
on the evidence submitted by others including the unions (who

will no doubt be asked to comment on ours).

6. I am copying this letter to the Home secretary, Chancellor
of the Exchequer, the Secretaries of State for Employment,
Defence and Social Services, the Chancellor of the Duchy of

Lancaster, the Attorney-General and Sir Robert Armstrong.

2
CONFIDENTIAL
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SYNOPSIS OF GOVERNMENT EVIDENCE TO THE INQUIRY ON CIVIL SERVICE PAY

INTRODUCTORY

1. Present arrangements no longer command confidence. Priestley

Commission reported 25 years ago at a time of full employment and

low inflation. Very different position now. Need for. system

capable of responding to changes in economic circumstances. Also,

need to take account of recent problems in operating pay research.

APPROACH TO A NEW PAY SYSTEM

-

e Government's aim is "ordered and agreed system" \'io which
both sides can be committédd*])esirable as basis for avoiding
industrial disputes involving central Government directly. Scope

for "no strikes" agreement?

3 Advantage if Committee can recommend procedures to keep
increases in Civil Service pay more in line with those in pay
generally. Present system leads to "out of phase" settlements

causing present ational problems,

g Full range of "market factors"™ important in fixing pay.
Comparison with outside rates on its own inadequate. "Market
factors" of recruitment and retention position (assessed against
forward manpower requirements) should play more direct part than
under Priestley approach. Also relative job security. Committee
invited to make recommendations on practical methods of assessing -

these factors for pay purposes. \

* 1
CONFIDENTIAL
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De Cost énd economic circumstances also need to be taken into
acc;.ount. Future arrangements must enable Government to meet its
general economic responsibilities in controlling public expenditure.
Government will occasionally need to curtail Civil Service pay
increases in national interest even if justified on management
g'rounds. Possible options include ‘.'override“ for use tin

exceptional circumstances or more direct application year-by-year

of cost and economic factors. But Government ready to examine

alternatives for reconciling wider economic requirements with a

stable system of pay determination.

6. Government committed to finding means of reconciling
procedures for fixing cash limits and negotiating Civil Service pay.
Various options including possible change in operative date of

Civil Service pay settlements.

7. Future arbitration arrangements best considered in light of

decisions on pay system following Committee's report.

PAY COMPARISONS

8. Comparisons have[gontinuing part to play. Apart from questionE
_of "fairness" Civil Service pay levels cannot be held below

outside rates for any lengthy period of time without serious
management problems. Comparisons need to be based primarily on

outside rates for similar work. These reflect actual pay market

affecting ability to recruit and retain.

!

\

qg. Functional corﬁpa.fisons can readily be made where outside jobs

have close similarity to Civil Service work, eg clerical jobs.

More difficult at senior management levels. Committee asked to

L

2 <
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a; I ,

examine reliability of comparisons at different grading levels; and to

consider relationship of new system to TSRB's work on pay of senior
S A . : Tt '
A. Institutional arrangements required for fact-finding to be

considered in light of PRUB's observations on scope for wider role for
any successor body. .

10. Specific points:-
a. Comparisons to be based on fully representative sample of

outsidé employers., Committee to examine Scott Report ,suggestion
of excluding public sector; and way's to extend comparisons with.

private sector including wider spread of smaller firms.

b. Outside pay rates need adjusting for differences in other

benefits and conditions. Stringent assessment regquired of wvalue

of "fringe benefits". Government to make known views on Scott

Report on pensions.

Ce. Genuine problem in securing up-<to-date pay comparisons. But

present "uprating" procedures linked to price movements

unsatisfactory.

OTHER ASFECTS OF NEW SYSTEM

11. Committee invited to consider:-

—

a. role for internal relativities:

b. scope for greater geographical differentiation as alternative

|
l
|
i .
|
|
|
|
g

to present system of national rates plus London Weighting;

c. case for merit pay (including review of automatic iﬁcrements);

and scope for productivity bargaining at more Junior levels,

CONCLUSION

12. Committee ‘a.sked to advise on both principles to form basis of new

'

pay system and practical arrangements for applying. Terms of reference

B = N B, —_—l“ W A B e T s B LIy ERR - “H.‘“’- il w

leave it free to examine any aspect of Civil Service management practice

— — - . . = o

relevant to this.
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IME MINISTER

CIVIL SERVICE PAY INQUIRY: GOVERNMENT EVID

Your Private Secretary sent min of his lett

2 July on this subject. A‘W’

2y I am sure that we must consider together the nature and }

general thrust of the evidence that we shall put to the Inquiry?’?
ut I think that we shall be able to do this much more effectively

when we have consilidered the issues raised by the report of

M1SC 54. 1 recognise, of course, that that report was directed,

T S a—— S W

to a considerable extent, to considering what type of pay

determination system the Government should try to negotiate

m

with the unions: and that 1s not the situation which faces us
e

now. Nevertheless, the issues raised by the report - such as

whether we want a "committed” type of system or not, and the
e —— : . .
part to be played by general economic and financial considerations -

are fundamental. Until we are clear on them, we shall find it
e ———.._

difficult or impossible to decide how to formulate our evidenc

most effectively.

3 I would therefore suggest that we should first discuss,

on the basis of the MISC 54 report, what our general aims shoul

be, that is, what sort of system for pay determination we should

like to see recommended by the Inquiry. We can then consider

how our evidence can best fulfil those aims. We have postponed

S -

this discussion because of the strike, but I think there would

now be advantage 1n holding it before the recess, whatever

happens about the strike.

ending copies
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4. I am sending copies of this minute to the Home Secretary,

the Lord President, the Secretary of State for Employment, the

cecretary of State for Defence, Secretary of State for Social

oervices, Chancellor of the Duchy of Lancaster, the Attorney

General and the Secretary of the Cabinet.

i
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/
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/ July 1981




10 DOWNING STREET

From the Private Secretary 7 July 1981
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As you know, the Prime Minister held a meeting this
morning to discuss the Civil Service dispute. In addition
to the Lord President, the Chancellor of the Exchequer, the
Secretary of State for Employment, Gordon Burrett and
Peter le Cheminant were present.

They had before them the Lord President's minute of
6 July and a note prepared here at No. 10 on possible steps
towards a settlement of the dispute (numbered coples of which

were handed round to those present).

Commenting on the latter note, Mr. Burrett said that, in
his view, the Government would stand an indifferent chance of
reaching an early settlement with the unions unless they
offered something for 1982. From his informal contacts with the
unions, it was clear that the union leaders were keen to find
a solution to the dispute; but that they would insist on a
further concession for 1982 - and in particular, the bringing in
of a third party into the 1982 negotiations.

The Lord President said that although the union leaders were
anxious for a settlement, there was increasing resentment amongst
rank and file civil servants that the Government had not come
forward with a solution. He believed it would be more difficult
now than it was a month ago to reach a settlement. Like
Mr. Burrett, he felt that no early settlement would be possible
without a concession on 1982; and Ministers should once again
seriously consider offering some form of arbitration. As regards
the possibility of raising the offer to 7% per cent, his minute
indicated that this could be financed without breaching the
6 per cent cash limit because of likely underspending on pay and
administrative services. But 1f the Government was to go down
this route, it was important to avoid any 1mpression that it was
giving decisions on Civil Service manpower over to the unions.
Ministers could say, after the event, that the unions had opted
for lower employment and higher pay; but there should be no
question of seeking the unions' agreement to the lower manpower

figures.

In discussion, 1t was generally felt that the approach
set out 1n the No. 10 note could provide a way to an early settle-
ment, provided 1t were to include also the concession of arbitration
in 1982. It was noted that arbitration could be offered in one
of three forms. First, the Government could simply reaffirm that,

although not committed to arbitration, it did not rule it out;
) B atiiedd B e N
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second, arbitration could be offered subject to the Government
reserving the right to turn the arbitration down; third,
it could be offered subject to the House of Commons having the
right to turn the arbitratien down. It was argued that
arbitration was the only realistic way of bringing a third party
into the 1982 negotiations: the alternative oOf asking the Inquiry
to help produce a settlement would divert it from its task of
making recommendations for a new long-term pay system. As regards
the 73 per cent proposal, 1t was essential that there should be a
clear link between the extra half per cent and reduced numbers.
Precisely how this link should be established and presented would
have to be considered further. It was for consideration whether
further manpower savings should be insisted upon over and above
the reductions which, in the light of the Lord President's
minute, the CSD were already expecting. If further reductions
were to take place, it had to be recognised that this would
require hard policy decisions. It was also important to ensure
that any extra money for pay was found from within the existing
provision for pay, and not from within the provision for
administrative expenditure.

In further discussion, it was suggested that it might not
be necessary to offer both 73 per cent and arbitration. It was
possible that arbitration alone would produce a settlement.
It should be possible to ascertain this Dby sounding the unions
out privately after the announcement on Thursday, as was proposed,
of the withdrawal of the original offer. It was generally agreed
that it would be wrong to offer the restoration of leave and
pension rights to those who had been oOn strike, but that the
restoration of lost seniority could be offered. It was also
agreed that it would be a useful douceur to offer the unions a
nominee for the Inquiry membership, and that for the time-being
therefore no further approach should be made 1O Mr. Gavin Laird
(Mr Prior had explained that Mr. Laird was unlikely to be
available).

Summing up, the Prime Minister said that a note should be
prepared by No. 10 and the CSD for circulation at Cabinet on
Thursday. This should be on the lines of the note which they
had already considered, but 1t should be revised to take into
account the points made in discussion. In particular, the three
options for arbitration should be spelled out. ‘

I am sending numbered copies of this letter to Richard Dykes
(Department of Employment), John Wiggins (HM Treasury) and
David Wright (Cabinet Office).

Jim Buckley, Lksq.,
Lord President's Off sy
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PRIME MINISTER

cc: Mr Wright

CIVIL SERVICE DISPUTE

You are meeting the Chancellor of the Exchequer, the Lord President

and the Secretary of State for Employment this morning to discuss the
next steps in resolving the Civil Service pay dispute. The only
circulated piece of paper is Lord Soames' minute to you of 6 July about
the financing of an increase in the pay offer this year from 7 to 7% per
cent. The ideas you have had from John Hoskyns/John Vereker have not
been circulated. This is not the occasion for a formal brief but the

following check-list may be useful.
2. The points to be covered are:-

Procedure

(a) When are colleagues collectively to be consulted?

Presumably at Cabinet on Thursday.

(b) 1Is there to be a paper/letter as the basis for discussion?
If so:

(i) Who is to circulate it? The Lord President? The
Chancellor of the Exchequer? Both?

(ii) What should it contain? Which brings us to -

Content

(¢c) Extra half per cent for this year?

(d) Anything new for 1982? The possibilities are:

(i) Nothing.
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(ii) A commitment to arbitration.

(iii) Some form of index-link April 1981 to April 1982

(this is an idea floated in the Treasury. The Chancellor

is not keen but it would limit the commitment to 1982 and
would be likely to give a lower result than arbitration.

It is not however consistent with the "genuine negotiations"

which have already been promised).

Tactics and timins

(e) If an extra half per cent is to be offered, does it still
make sense in the light of the Lord President's minute, to seek

specific offsetting staff savings? Or is it enough to say that
the cost will be held by whatever <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>