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1. The Cabinet were in fo rmed of the business to be taken i n the 
House of Commons dur ing the fol lowing week. 

2. The Cabinet had before them a note by the Sec re ta ry of the 
Cabinet (C(82) 17) cover ing proposa ls for an A n g l o - A r g e n t i n e agreement 
communica ted by the United States Government to the Argen t ine 
Government on 27 A p r i l . 

The Cabine t ' s d i s c u s s i o n and conclusions reached are recorded 
separately. 

3. The Cabinet had before them a note by the Sec re ta ry of the 
Cabinet (C(82) 16) desc r ib ing ce r t a in awards and recommendat ions for 
pay i n the publ ic s e rv i ce s on which dec is ions were r equ i r ed , and a 
minute of 28 A p r i l f r o m the Chance l lo r of the Exchequer to the P r i m e 
M i n i s t e r on the same subject. 

The Cabinet's d i s c u s s i o n and conclus ions reached a re r eco rded 
separately. 

Cabinet Office 

29 A p r i l 1982 
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H L  S D O C U M E N T

fcr? e i l c e 

 IS T H E P R O P E R T Y O F H E R B R I T A N N I C M A J E S T Y ' S G O V E R N M E N T 

«5 vC O P Y N O 

C A B I N E T 

L I M I T E D C I R C U L A T I O N A N N E X 

CC(82) ? l s t Conc lus ions , Minute 2 

Thur sday 29 A p r i l 1982 at 10. 00 a m 

The Cabinet had before them a note by the Sec re t a ry of the Cabinet 
(C(82) 17) cover ing proposa ls for an A n g l o - A r g e n t i n e agreement 
prepared by the Uni ted States Sec re t a ry of State, M r H a i g . 

T H E F O R E I G N A N D C O M M O N W E A L T H S E C R E T A R Y said that the 
proposals made by the Uni ted States Government to the Argen t ine 
Government on 27 A p r i l , wh ich the United States had communica ted to 
the B r i t i s h Government , had been intended to be f ina l p roposa l s , not 
subject to proposa ls for textual amendment by the Argen t ines , but 
represent ing the Uni ted States Sec re ta ry of State's v iew of what would be 
a f a i r , just and reasonable c o m p r o m i s e . They nonetheless contained a 
number of unsa t i s fac tory elements, inc luding some which had been 
added to the draft agreement s ince h i s d i scuss ions the prev ious week 
with M r Ha ig i n Washington. It was p a r t i c u l a r l y unsat is fac tory that 
the draft covered South G e o r g i a as w e l l as the F a l k l a n d Is lands, and 
contained a p roposa l to appoint Argen t ine representa t ives to the 
executive and l e g i s l a t i v e counc i l s ; the p rov i s ions for a Spec ia l In t e r im 
Au tho r i t y were a l so unat t rac t ive . But the p r i n c i p a l d i f f icul ty was that 
the proposa ls excluded the p o s s i b i l i t y that the eventual settlement of the 
dispute might be on the bas is of the status quo ante the Argent ine 
invas ion of the F a l k l a n d Is lands. The m a i n advantage of the proposals 
was that they provided for the wi thdrawal of Argen t ine m i l i t a r y forces 
f r o m the Is lands. The A m e r i c a n s had r ece ived no reac t ion f rom the 
Argent ine Government , although the deadline had expi red the previous 
day. Despi te M r Ha ig ' e dec la red intention that the Argen t ine 
Government would not be a l lowed to propose amendments, i t now 
appeared that M r Haig had in formed the Argen t ine F o r e i g n M i n i s t e r , 
M r Cos ta Mendez , that he would be w i l l i n g to t r ansmi t m i n o r Argen t ine 
amendments to London. He was concerned about the extent to which 
M r Haig would main ta in his stated intention to support the United 
Kingdom i f A r g e n t i n a rejected the p roposa l s . Reta in ing Uni ted States 
support r ema ined a major B r i t i s h object ive, and i t could not be 

assumed that this would be attainable i n a l l c i r cums tances . If 
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M r H a i g ' s i n i t i a t i ve fa i l ed , i t would be neces sa ry to cons ider whether 
the United K ingdom should make a d ip lomat ic move of i t s own. P u b l i c 
opinion regarded the obvious fo rum for any d ip lomat ic in i t i a t ive as che 
United Nat ions ; but that was un l ike ly to advance B r i t i s h in te res t s . 
A c t i o n of the k ind taken by the Sec re ta ry G e n e r a l dur ing the Cuban 
m i s s i l e c r i s i s i n 1962, wh ich had been care fu l ly prepared by the United 
States and the Soviet Union i n agreement, would not be p rac t i cab le in 
present c i r c u m s t a n c e s . M r Haig was un l ike ly to respond favourably 
to f resh p roposa l s , nor was any other media tor l i k e l y to have a greater 
chance of success . But i t would c l e a r l y be necessa ry to r e a f f i r m 
B r i t i s h object ives and indicate the areas i n which the United Kingdom 
would be prepared to negotiate, whi le main ta in ing m i l i t a r y p r e s su re on 
the Argen t ine Government . 

T H E A T T O R N E Y G E N E R A L sa id that paragraph 7 of the Uni ted States 
draft proposa ls p rov id ing for the r e m o v a l of the Islands f r o m the l i s t of 
non-se l f -govern ing t e r r i t o r i e s ru l ed out the p o s s i b i l i t y of the present 
p o l i t i c a l status of the F a l k l a n d Islands continuing. Condomin ium 
would s c a r c e l y be feas ible . So the a l ternat ives were l i m i t e d to a 
me rge r with either the United Kingdom or Argen t ina , independence, or 
assoc ia ted statehood, though some f o r m of l ease -back ar rangement 
might be poss ib le . The p r o v i s i o n about having due r ega rd for the r ights 
of the inhabitants might be of no m o r e than l i m i t e d value , s ince i t could 
be taken to re fe r only to the i r basic human r ights and not to the r ight of 
se l f -de te rmina t ion . 

T H E P R I M E M I N I S T E R , summing up the d i s cus s ion , sa id that the 
Cabinet had fundamental r e se rva t ions about the A m e r i c a n p roposa l s , at 
a l l the points where M r Haig would know f r o m his conversa t ions with 
M i n i s t e r s that there were l i k e l y to be d i f f icul t ies f r o m the B r i t i s h point 
of v iew. T h i s should be made c l ea r when the A m e r i c a n s made them 
publ ic , as M r H a i g intended to do i f the Argen t ine Government rejected 
them. But the B r i t i s h attitude should not be pub l i c ly stated unt i l i t 
became evident that Argen t ina had either re jected them or could be held , 
by reason of a f a i lu re to meet the deadline for a response, not to have 
accepted them; i t was impor tant not to give the Argen t ines or the 
A m e r i c a n s an excuse for b laming B r i t a i n for the f a i l u re of the 
negotiat ions. On the other hand, i t was impor tan t not to a l low the 
i m p r e s s i o n to be g iven that, by fa i l ing to comment on the p roposa l s , the 
Government were i m p l y i n g that they could be accepted. The F o r e i g n 
and Commonweal th Sec re t a ry should send an immedia te message to 
M r Ha ig that the Cabinet regarded the fa i lu re of the Argen t ine 
Government to respond i n accordance with the t e rms of h is request to 
them as a re jec t ion of the p roposa l s , hoped that the United States 
Government would i n consequence honour M r Ha ig ' s p r o m i s e that they 
would come down f i r m l y on the United K ingdom ' s s ide, and saw 
fundamental d i f f icu l t ies i n the p roposa l s . She would send a s i m i l a r 
message to P res iden t Reagan. 
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The Cabinet -

A g r e e d that the P r i m e M i n i s t e r and the F o r e i g n and 
Commonweal th Sec re t a ry should send messages co 
the Uni ted States P res iden t and Sec re t a ry of State on 
the l ines indicated by the P r i m e M i n i s t e r i n her 
summing up. 

Cabinet Office 

30 A p r i l 198Z 
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H l S ° O C U M E N T IS T H E P R O P E R T Y O F H E R B R I T A N N I C M A J E S T Y ' S G O V E R N M E N T 

C O P Y N O 

C A B I N E T 

L I M I T E D C I R C U L A T I O N A N N E X 

CC(82) 21st Conc lus ions , Minute 3 

Thur sday 29 A p r i l 1982 at 10. 00 a m 

fy\v• "^e Cabinet had before them a note by the Sec re ta ry of the Cabinet 
(C(82) 16) desc r ib ing ce r t a in awards and recommendat ions for pay in the 
public s e rv i ce s on which dec is ions were r equ i r ed , and a minute of 
28 A p r i l f r o m the Chance l lo r of the Exchequer to the P r i m e M i i s t e r on 
the same subject. 

T H E C H A N C F L L O R O F T H E E X C H E Q U E R said that i t was necessa ry to 
consider what ac t ion should be taken i n re la t ion to the fol lowing awards 
and recommendat ions for pay i n the public s e r v i c e s : 

i . The C i v i l S e r v i c e A r b i t r a t i o n T r i b u n a l ( C S A T ) award for 
the non - indus t r i a l C i v i l S e r v i c e invo lv ing an average i nc rease of 
5. 9 per cent. 

i i . The A r m e d F o r c e s Pay R e v i e w Body ( A F P R B ) repor t 
r ecommending an average i nc r ea se of 6.1 per cent for the A r m e c 
F o r c e s up to the rank of B r i g a d i e r and equivalent. 

i i i . The D o c t o r s ' and Den t i s t s ' Rev iew Body ( D D R B ) repor t 
r ecommending an average i nc r ea se of 6 per cent over the rates 
recommended for 1981, making 9 per cent i f the 3 per cent that 
the Government deducted f r o m the 1981 recommendat ions was 
r e s to r ed , aa a l so recommended by the D D R B . 

i v . The Top Sa la r i e s R e v i e w Body ( T S R B ) repor t r e c o m m e n 
ding average inc reases of 19.4 per cent for the higher C i v i l 
S e r v i c e (Under Sec re ta ry and above) and for senior Se rv i ce 
off icers (Major Gene ra l s and equivalents , and above) and 
24. 3 per cent for the j u d i c i a r y . 

In 1980 the Government had abated the T S R B recommendat ions for these 
groups by about 12^ per cent, and the resu l t ing sa la ry rates were 
inc reased by 7 per cent i n 1981. 
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A Group of M i n i s t e r s under the cha i rmansh ip of the P r i m e M i n i s t e r had 
met on 27 A p r i l to consider these mat ters and had concluded that the 
Government should accept the award of the C S A T and the r e :ommen
dations of the A F P R B  . The recommendat ions of the D D R B and T S R B 
r a i s ed greater d i f f i cu l t i e s . On the one hand, there would be advantages 
i n accepting the recommendat ions as they stood. Th i s would b r ing the 
pay of the groups concerned up to date and so avoid lay ing up p rob lems 
for future pay rounds. On the other hand, acceptance would invo lve 
l a rge pay i n c r e a s e s . These would have damaging effects on negotiations 
elsewhere i n the publ ic s e r v i c e s , p a r t i c u l a r l y i n the Nat iona l Heal th 
S e r v i c e (NHS). Nurses and c l o s e l y re la ted NHS groups had been offered 
pay inc reases averaging 6. 4 per cent; most other NHS worker s h a d been 
offered inc reases of 4 per cent. L a r g e r inc reases would ce r t a in ly have 
to be conceded i f doctors and dentists r e c e i v e d inc reases of 9 per cent. 
Each addi t ional 1 per cent i nc rease i n NHS pay would cost some 
£80 m i l l i o n a yea r . A further cons idera t ion was that l a rge pay 
increases for h igh ly -pa id publ ic s e r v i c e groups would cut a c ro s s one of 
the Government ' s m a i n economic themes, the need for pay res t ra in t , at 
a t ime when it seemed to be gaining greater public acceptance. He 
accord ing ly cons idered that the D D R B recommendat ions should be 
reduced to 6 per cent. It would be ha rd to defend this unless a 
reduct ion were a lso made i n the T S R B recommendat ions . In his v iew, 
the choice l a y between a reduct ion i n the i nc r ea se of f ive percentage 
points (corresponding to the cumula t ive shor t fa l l compared with the 
T S R B ' s 1980 recommendat ions) and a reduct ion of one - th i rd : he 
favoured the f o r m e r . If su ;h reductions were made, the quest ion would 
a r i s e whether the Government should undertake to r e s to re them i n 1983. 

It was des i r ab l e to make ear ly announcements of the Government ' s 
decis ions on the C S A T award and the A F P R  B recommendat ions ; i t 
would a lso be advantageous to make an ea r ly announcement of dec is ions 
on the D D R B recommendat ions i n order to influence other NHS pay 
negotiat ions. The re was, however , a case for defer r ing an announce
ment of dec i s ions on the T S R B recommendat ions : one p o s s i b i l i t y would 
be to couple i t with an announcement on the pay of M e m b e r s of 
P a r l i a m e n t ( M P s ) , which he envisaged would be inc reased by no m o r e 
than 4 per cent. Such a combined announcement would do something to 
reduce the effect on public opinion of l a rge pay inc reases for the T S R B 
groups; but i t would i nc rease the l i k e l y d i f f icul ty of persuading the 
House of Commons to approve r e l a t i v e l y l o w pay inc reases for M P s . 

The cost of the C S A T award should be dealt with as fo l lows . Of the 
total 5.9 per cent, not l e s s than 5 per cent shculd be found within 
exis t ing Depar tmenta l cash l i m i t s adjusted for the reduct ion i n the 
Nat iona l Insurance Surcharge proposed i n the Budget; this was subject 
to further d i s c u s s i o n of spec ia l p rob lems affecting the M i n i s t r y of 
Defence, and the Home Office i n respec t of the p r i s o n s e r v i c e . 
M i n i s t e r s should a lso make every effort to contain the r ema in ing 
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cost wi th in those cash l i m i t s ; but T r e a s u r y M i n i s t e r s would give 
sympathetic cons idera t ion i n the coming autumn to bids on the 
Contingency R e s e r v e for any except ional ly hard cases up to a m a x i m u m 
°f 1 per cent. 

T H E S E C R E T A R Y OF S T A T E F O R S O C I A L S E R V I C E S said that the 
Government ' s dec i s ion on the D D R B recommendat ions would be c r u c i a l 
to the success of other NHS pay negotiat ions. It was essent ia l to reduce 
the rscommendat ions to 6 per cent i f the Government ' s present po l i cy 
was to have any prospect of success . It would not be poss ib le to defend 
this unless a cor responding reduct ion were a lso made i n the T S R B 
recommendat ions . He was w i l l i n g to accept a reduct ion of 5 per cent i f 
his col leagues favoured th is , though he would h i m s e l f prefer a l a r g e r 
reduct ion. He favoured an ea r ly announcement of the Government ' s 
decis ions regard ing the D D R B recommendat ions , though i t would be 
necessa ry to a l low adequate t ime for h i m to consult the C h a i r m a n of the 
D D R B and the l eaders of the m e d i c a l and dental professions before an 
announcement was made. 

In d i s c u s s i o n there was genera l agreement that the award of the C S A T 
and the recommendat ions of the A F P R  B should be accepted. It was a lso 
agreed that ea r ly announcements regard ing these mat ters and the 
Government ' s dec is ions on the D D R B recommendat ions were des i r ab l e . 
On the r ema in ing questions, the fol lowing were the m a i n points made: 

a. The groups covered by the recommendat ions of the T S R B 
were the only groups i n the publ ic s e rv ices whose pay was s t i l l 
below the l eve l s recommended as appropr ia te for A p r i l 1980. 
T h i s was having percept ib le effects on r ec ru i tmen t and retent ion: 
it had, for example, proved necessa ry to pay persons appointed 
f r o m outside the C i v i l S e r v i c e to cenior posts cons iderab ly m o r e 
than ca ree r staff of equivalent or senior rank. T h e r e were also 
se r ious p rob lems i n rec ru i tment to the j u d i c i a r y . It was not i n 
accordance with the Government ' s economic or p o l i t i c a l 
phi losophy a r b i t r a r i l y to depress the sa la r i e s of people i n senior 
and respons ib le pos i t ions , p a r t i c u l a r l y when doing so ran 
con t r a ry to marke t evidence. Its effects were cumula t ive and i n 
the long run would be f a r - r e a c h i n g . 

b. On the other hand, the repercuss ions on cur ren t pay 
barga in ing , both i n the publ ic s e rv i ce s and e lsewhere , of 
unqualif ied acceptance of the T S R B recommendat ions would be 
v e r y se r ious . The presenta t ional aspects could not be ignored . 
Many people i n the pr iva te sector had exper ienced great economic 
d i f f icu l ty i n recent years and would s t rongly c r i t i c i s e pay 
inc reases of the order of 20 per cent or more for public s e r v i c e 
groups . N o r should ind iv idua l cases of di f f icul ty i n r ec ru i tment 
be taken as conc lus ive evidence that pay was i n genera l 
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inadequate. These factors argued s t rongly for a reduct ion i n 
the inc reases recommended by the T S R B of one - th i rd , ra ther 
than f ive percentage points . In most cases , the f inanc ia l effects 
on ind iv idua ls of the m o r e str ingent fo rmula t ion would be 
r e l a t i v e l y s m a l l ; but publ ic opinion would be more deeply 
i m p r e s s e d by i t . 

c. The re were arguments for t reat ing the j u d i c i a r y 
dif ferent ly f rom the other groups covered by the T S R B . They 
were regarded i n a different l ight by the publ ic ; and i n the i r case 
the arguments based on rec ru i tmen t were m o r e immedia te and 
m o r e ea s i l y demonst rable . A b a r r i s t e r appointed to a H i g h 
C o u r t judgeship t y p i c a l l y faced a reduct ion i n earnings of some 
£30, 000 a yea r . 

d. Whatever might be decided regard ing the T S R B groups, 
there would be ser ious p rob lems over the pay of nat ional ised 
indus t ry board m e m b e r s . 

e. If i t were decided to reduce the T S R B recommendat ions , i t 
would be important for M i n i s t e r s to make i t c l ea r that they 
valued the t rad i t ion of public s e rv i ce i n this country. Some of 
the r ec ru i tmen t and other d i f f icul t ies which had been mentioned 
i n d i s c u s s i o n were due at leas t as much to cur ren t denigra t ion of 
the publ ic s e rv ices as to any def ic iencies i n pay. 

f. T h e r e was l i t t l e a t t rac t ion in a pledge to r e s to re i n 1983 
any reduct ions made in the D D R B or T S R B recommendat ions . 
The effect of such staging of pay inc reases was usua l ly to 
aggravate la ter p rob l ems . 

g. T h e r e might be advantage in a s ingle ear ly announcement of 
dec i s ions on a l l the mat ters under cons idera t ion; on balance 
however the arguments i n favour of defe r r ing an announcement of 
the Government ' s dec i s ions on the T S R B ' s recommendat ions 
seemed m o r e compe l l i ng . 

T H  E H O M E S E C R E T A R Y , summing up the d i s c u s s i o n i n the P r i m e 
M i n i s t e r ' s absence, sa id that the Cabinet agreed that the award of the 
C S A T and the recommendat ions of the A F P R  B should be accepted; and 
that the remunera t ion of NHS doctors and dentists should be inc reased by 
o r> average 6 per cent, ra ther than the 9 per cent recommended by the 
D D R B . They agreed that the cost of the C S A T award should be dealt 
with as proposed by the Chance l lo r of the Exchequer . A n announcement 
°f the Government ' s dec i s ions on these mat ters should be made the 
fol lowing week; the C h a n c e l l o r of the Exchequer would co-ord ina te i ts 
Prepara t ion . Concern ing the recommendat ions of the T S R B , the 
cabinet agreed that they should be accepted subject to a reduct ion i n the 
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range of five percentage points to one- th i rd of the proposed inc rease . 
The p r e c i s e f igures to be chosen for the va r ious T S R B groups and for 
the grades wi th in each group would need to be settled l a t e r , i n the l ight 
°f i l l u s t r a t i ons of the effects of the two var iants and deta i led proposals 
by the Chance l lo r of the E x c h equer. The suggestion that the 
Government might give an undertaking to r es to re the reductions i n the 
D D R B ' s and T S R B ' s recommendat ions au tomat ica l ly i n 1983 was not 
accepted. The t iming of an announcement of the Government ' s dec is ions 
on the T S R B ' s recommendat ions would need further cons idera t ion . 

The Cabinet 

1. Agreed that the award of the C i v i l S e r v i c e 
A r b i t r a t i o n T r i b u n a l and the recommendat ions of the 
A r m e d F o r c e s P a y R e v i e w Body should be accepted. 

2. A g r e e d that the remunera t ion of Nat iona l Heal th 
S e r v i c e doctors and dentists should be inc reased by 
an average of 6 per cent f r o m 1 A p r i l 1982. 

3. A g r e e d , subject to further d i s c u s s i o n of spec ia l 
p rob lems affecting the M i n i s t r y of Defence and 
affecting the Home Office i n respect of the p r i s o n 
s e r v i c e , that not l e s s than 5 per cent of the 5. 9 per 
cent cost of the C i v i l S e r v i c e A r b i t r a t i o n T r i b u n a l 
award should be found within exis t ing Depar tmenta l 
cash l i m i t s adjusted for the reduct ion i n the Nat iona l 
Insurance Surcharge announced i n the Budget; and 
that M i n i s t e r s should make every effort to contain 
the r ema in ing cost wi thin those cash l i m i t s . 

4. Noted that the Chance l lo r of the Exchequer and 
the Ch ie f Sec re t a ry , T r e a s u r y , undertook to give 
sympathet ic cons idera t ion i n the autumn to bids on 
the Contingency R e s e r v e for any except ional ly hard 
cases of costs resu l t ing f r o m the C i v i l S e r v i c e 
A r b i t r a t i o n T r i b u n a l award , up to a m a x i m u m of 
1 per cent. 

5. A g r e e d that an announcement of the Government ' s 
dec i s ions on the foregoing mat ters should be made the 
fo l lowing week. 

6. Invited the Chance l lo r of the Exchequer , i n 
consul ta t ion with the L o r d C h a n c e l l o r , the Sec re t a ry 
of State for Defence, the Sec re ta ry of State for Soc i a l 
S e r v i c e s and the L o r d P r i v y Sea l , to a r range for the 
p repara t ion of such an announcement. 
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7. A g r e e d that the recommendat ions of the Top Sa la r i e s 
Rerif tw B o d y should b<» accepted, subject to a reduct ion on 
the l ineg indicated i n the Home Sec re t a ry ' s l u m m i n g up of 
the di«cu*sion. 

8. Invited the Chance l lo r of the Exchequer , i n 
consul ta t ion with the L o r d C h a n c e l l o r , the Secre ta ry 
of State for Defence and the L o r d P r i v y Seal , to 
c i r c u l a t e to the Cabinet detai led proposa ls for 
reduct ions i n the Top S a l a r i e s R e v i e w B o d y ' s 
r ecommendr t ions , on the l ines indicated i n the Home 
S e c r e t a r y ' s summing up, 

9. A g r e e d to cons ider again i n due course the 
t im ing of an announcement of the Government ' s 
dec i s ions on the Top S a l a r i e s R e v i e w B o d y ' s 
recommendat ions . 

Cabinet Office 

30 A p r i l 1982 
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