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CONFIDENTTAL
JANDING COMMISSTON ON PAY COMPARABILITY
S

Comittee had before them a note by the Chancellor of the Ex
e port by an inter-Departmental Group of officials re

1o
i
covering B B 2 : .

& of the Clegg Commission in the light of their first two rep
W

chequer E(79) 38,
viewing the
orts,

0 CHANCELIUB OF THE EXCHEQUER said that in general the Official G

Toup
ered the Clegg Reports to be skilful

il » aad to represent a better outcome
span could have been negotiated in the circumstances of last winter, The
(omission had however been able to take little account of relative efficiency,
job security, or labour supply and demand in making their Tecommendations

md this represented a significant weakness in their work, The Commission
itself had also expressed doubt about the proper valuation of pension rights
although they had adopted the procedure already used by the Govermment
ictuary in assessing the value of Civil Service pensions, The central
qestion was however whether the Govermnment was prepared to keep the Standing
lomission in being as a long term instrument, His own view inclined to

keeping it as preferable to the alternative of unco-ordinated ad hoc enquiries,
It vould suffice for present purposes if the Commission were allowed to

wmlete its existing references, and to provide it with General Govermment
fVidence on.the-lines of +the draft- attached at. Amnex-2 of the paper. In

Wdition officials should be asked to do further work on the items identified

" Paragraph 21 of their report.

i iscussion 1 va.

Ny s argued that the deficiencies identified in the Clegg

Tt in re

. Spect of efficiency, conditions of service, labour supply and
etang

i Pensions, were common also to the other bodies dealing with pay

| CONFIDENTIAL T




BEi

the Civil Service Pay Research system, i
the

ie
£ the Armed Forces,

by comparability means;

. ; he pay ©
standing Review Bodies dealing with the P D°°tors

Destbiata and the top salary groups. Methods should be sought for t&king
entists
h s
these factors into account for the pay of all these groups. On the Quest;,
linking 0 t would be desirable to e 0
. ne
about long-term inflati

i i
of valuing the index- f pensions,

also the assumptions

in the calculations.

on rates, which were used

On job security, it was poted that an appreciable amount of work had alrey

been carried out by offic

a report to the Prime Minister shortly.

introduction of supply and demand considerations into pay determination

ntially expensive pressures for additional payments

and the Lord President would be submitting
It had to be noted that the

ials,

could result in pote!

for categories of employees who were in short supply as well as opening

the possibility of savings elsewhere.

THE PRIME MINISTER, summing up the discussion, said that the Committee

were agreed that the Clegg Commiss
ttempt should be made to alter
should aim

jon should complete its work onits

existing references and that no a
the terms of reference for these studies. The Government

to submit its own evidence to the Commission in the near future, and

any Ministers wishing to propose amendments to the draft evidence

annexed to the Chancellor's paper should let him have their suggestion

by the end of the week, The aim should be to produce evidence which

emphasised the Government's message, but which was couched in terms which
would not give offence to the members of the Commission, whose work s i
the

had been valuable, As to the longer term future of the Commi ssi0By
Chancellor of the Exchequer should arrange, in consultation with the
Lord President, the Secretary of State for Employment, and
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4 qoretary of State for Industry, +to bring forwarq
to the
Tecommendations op the fut

taking account of the items identifieq
as re

(;ommittee in about 3 weeks time,
ure of the Clegg

quiring further study
The Committee would also
Tence of any future
Ve . ovide the basis for

. . 0 arrive as binding pa

amittee also wished to have recommendations on the way i p e
: ity influence;l‘ Y 1in which efficienc

Comjssioﬂy
jn peragraph 21 of the report of the 0fficial Group

celcome @ considered view on whether the termg of r;fe
references to the Commission should Tequire them to -

nego_tiation between parties,
The

labour .
supply and demand coulg be allowed for

roups referred to the Standi mmi
(ivil Service, and the groups covered by the standing Re "nng&():o —
View Bodies. Finall
Vi

nked

in future pay settlements for G

tie Comnittee wished to have advice on how best the value of
i ) e of 3 =
pensions could be subjected to independent scrutiny index-1i

The Committee -

To?ken:;e.with approval of the summi.
Prim nis invi t
il ly.er, and invited the

mming up of their discussion
Ministers concerned to be guid:z =

i}

119
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FANCING TEE COST IN 1979-80 OF THE FIRST cppgg REPORTS
2 :

pomibbee had before them a memorandum by the Chancellor of the
The

= E(79) 33, which discussed the cost during
gched

¢ the pay increases recommended in the first ¢
0
yesT

the current financial

legg Reports, and made
i sals for offsetting reductions in public expendi ture,
pI'oPo

" CHANCELLOR OF THE EXCHEQUER said that the Budget arithmeti

. ¢ had implicitly
e about 6-7 per cent in the current year for the cost of
a

the Clegg
oods for these groups. In fact the awards would cost 11 per cent
a

erage, and there was a gap to be bridged. The-
av

on
Clegg Reports had identified
, qunber of areas in which there was inefficiency and had Tecommended that
pgnan should try to eliminate it, Ng offset had however been made in

the pay awards on this account, In order to apply pressure on the manage—
pents, and to make it clear to the staff concerned that large pay awards must
result in offsetting savings, it was important that the Government should now
announce that some further offsets were being required from each of these
programmes. He therefore proposed some increase in the cash limits for

each of the services, but not the amount that would be necessary if the full

cost were to be met by Government.,

In discussion it was argued that the Government had given repeated assurances
sbout their intentions for financing the National Health Service (NHS). The
Government had said that it would honour the previous Government's commitment
to the Health Authorities, which implied that they would fund the Clegg
lereases unless these were "unreasonable".  The National Health Service had
dlready absorbed £24 million in respect of the excess cost of pay settlements
m 1979-80, There had been no increase in their cash limit for price
iereases, nor for the effects of Value Added Tax, and these items in
:;’:;’Zn:;ion had already squeezed the Health Authorities considc'!rabU-

. e Health Authority managements were committed to reducing
‘“Efficiencies' these were often deep-seated, and could only be altered by

pr i i :
°tracted Negotiation, The scope for any major savings in costs in the

oy,
Tent yoap ¥as very small., Thus any further squeeze on the NHS cash

imj .
Gﬂuts would pe thought by the Health Authorities to be contrary to earlier
. i i . It
fou " ASsurances, and would inevitably fall on patient services

d) i uts
to n *ad Heal tp, Authorities who were now trying hard to implement the cuts,
W in the towel",
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Against this it was argued that the Government should not be seepn to
¢ the Clegg RepoTts

as applied to the exist

o . 1
imowledged jnefficiency in these sem"!
Ceg

finance the whole cost ©
when there was ac

labour force,
ot must be seen 1

concerned. Some offs

o be made.

5 d that a decision
On the Rate Support Grant, it was argue could he def"red
until November.

in the amount of the Rat

The Government had already announced that a reduct,
n

e Support Grant Increase Order.
y 1n

would be made
ts. The local authoritie
S Woulq yy,

the 1light of the 1978-79 pay settlemen
expect an announcement of the figure before November. If a decision 3

s
deferred, this would leave time to ¢

thority expenditure, rather than fro
o g

This might seem preferable, since

onsider whether the money coulg b
e

obtained from elsewhere in local au
adjustment to the Increase Order.
alterations to the Increase Order would inevitably flow through into it

¢

rate demands. Agai®st this it was argued that the Government's message

would be weakened, unless an earl
actions that had been taken in response to the Clegg Reports.

y announcement could be made about the

THE PRIME MINISTER, summing up the discussion, said that the Committee
agreed that the Government should not meet the whole extra cost of the
awards arising from the Standing Commission findings. The Secretary of
State for Education had accepted the Chancellor's proposals so far as his
Department was concerned and the Committee endorsed their agreement. The

Chancellor of the Exchequer had indicated a willingness to move part vay

towards meeting the extra costs arising in the NHS and should seek agreeselt

out of Committee with the Secretary of State for Social Services about tbe
precise arrangements to be made. Unless, however, some offset were nade
the Government's credibility would be at risk. As to the Local Auth
settlements, the Secretary of State for the Environment accepted that ¢
full excess cost of the settlements should be offset either in the Rate
The Cb:
and other

ority

Gran : T
Support t or from savings elsewhere in his programmes. ascel*

of the Exchequer, the Secretary of State for the Environment
relevant Ministers should consider the most appropriate way of maki™ ﬂ:’
nece-un'y offsets bearing in mind the need to bring home the Gover”ment:
basic message to both employers and employees. The Chancell®X of B¢

Exch . per:
chequer should report the outcome of both sets of consultation® to

The Committee =

To
by
g
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the Prime Minister, and invited then

jded acc

ordingly.

}gﬁ;;i) of their discussion
sters concerned to be
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CONFIDENTTAL

gBLIC ATTITUDES TO PAY DETERMINATTON
P -
5' previous Reference: E(79) 4th and 5th Meeting,

d before them a Memorandum by the Paymaster General on Public

Conmi tte€ o
: - ;
37 covering a speaking brief for

Th s Pay Determination, E(79)
i tu

7 . s
A  tor's use in the first stage of a publicity campaign, ang a Memoyag e
Mind : - -

+he Chancellor of the Exchequer, E(79) 32, about Proposals to hold a special
by

ting of the National Economic Development Council (NEDC) to discuss the
mee ¢
conomic prospects of the country and to influence the approach to pay in the
o y

next pay poond.

[ CEANCELLOR OF THE EXCHEQUER, introducing E(79) 37 in the abaence of the
paynaster General, said that no fresh decisions were needed at this stage. A
campaign of Ministerial speeches designed to influence attitudes in the
imediate future had already begun, based on briefing provided by the Paymaster
General and circulated to the Committee. Further proposals would be made
shortly for the second stage of the campaign.

Tuning then to E(79) 32 he said that as requested he had taken soundings of
the Trades Union Congress (TUC) and the Confederation of British Industry (CBI).
It vas clear that there was no prospect of TUC support for a special forum or
for a public debate in the NEDC. The CBI, too, while welcoming the Governments
#proach had doubts about the wisdom of a public discussion at this stage. He
terefore suggested that the opportunity of the December meeting of the NEDC
should pe taken for a more extended, private, treatment of economic prospects,
“ich might belp to influence attitudes to pay negotiations. He hoped to

ke changes jn the membership of NEDC before that meeting, within the existing
ocaty o of seats, which would in particular allow the Governor of the

°t Englang to take part. The December meeting was a little late for the
Ses of influencing the next wage round, but it would allow the discussion

i take Place op the basis of the Government's Public Expenditure White Paper
tha

Purpy

t
had thep been published.
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THE PRIME MINISTER, suming up & brief discussion, said that the Copy
aymaster General.

L% Ines
ik odn of the BeysnBgn) LT 08 ST ot © inviteq
Ministers concerned to use the speaiing material provided as fully .

possible in the next few weeks including, where appropriate, at meet;
industrialists. It noted that a further paper, with proposals for
stage of the campaign, would be brought forward shortly. The C°""‘ittee .

agreed that the Chancellor of the Exchequer should arrange for a specyy »

meeting of the NEDC in December on the lines outlined in E(79) 32 ¢, consiy
with a view to influencing attitudes o o er

tteq
al)

economic proa;pectl generally,
determination.

The Committee —

Took note, with approval, of this summing up of their discussion py g
Prime Minister, and invited the Chancellor of the Exchequer and the e
Paymaster General to be guided accordingly. 3

3 rpadbe oy

LB} v wstad e

e ey feacegs o 1 f

el ald yalaeslo-

1ngs Vl“
the seey,

p1p0SAL OF PUELIC SECTOR ASSETS

b _
previous Reference: E(79) 5th Meeting
N 1 i i

The c‘,’.;ttee s discussion and the conclusiong reacheq

cparately are recorded

5

’

cabinet Office
12 September 1979

lew f :m il
s (060 i
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LIMITED CIRCULATION ANNEX
E(79) 7th MEETING, MINUTE &
TUESDAY 10 SEPTEMBER 1979 AT 4,15 pm

SECRET
DISPOSAL OF PUBLIC SECTOR ASSETS

4,

previous Reference: E(79) 5th Meeting

The Committee had before them a Memorandum by the Secretary of State for Energy
(K(79) 36) about the Disposal of the Assets of the British National 0il
Corporation (BNOC); and a Memorandum by the Chancellor of the Exchequer

(E(79) 31) about Disposal of Public Assets in 1979-80,

THE SECRETARY OF STATE FOR ENERGY said that, in the Committee's previous
discussion, he had been asked to find ways of raising £400 million from the
disposal of the assets of BNOC and of the British Gas Corporation (BGC). He
had decided not to pursue the option of sales of BGC, which could not readily
be done in the time available, He was satisfied that £400 million could be
found from saje of BNOC's interests in the Viking Gas field and adjacent gas
finds which had not yet been contracted, and of the BNOC's interest in the
United Kingdom part of the Statfjord field. But it would take time to agree
¢ valuation of these fields, to negotiate with the other partmers over their
“ontractua) rights, and to enact the necessary legislation. It was doubtful
hether the Proceeds could be made available in 1979-80, There would be
“0siderab] opposition to these sales, but he thought BNOC could be brought
:zda::pt th?m provided no further disposals were in ]:'orosl.)ect. If tht'zse
Bt Tealise sufficient funds, the sale of Tahe Dunlin field vo\‘ﬂd y:ld
i tim:n:e’ but this might lose the co-operation of BNOC. To bridge ? gap
in fum; ¢ suggested that BNOC should be authorised to sell oil for deh.very
% : Years in exchange for cash now, subject to adJ“St?'mt of the Pn::l
e s:e °f delivery, The equity oil available to BNOC in 1980-81 shou

¢S which would yield at least £400 million in 1979-80. To sell more

1
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pation 0il, which he would prefer not to ¢
0-

i ding in partici .
would involve trading ing oil were acceptable, it could be rolleq

if this option of sell

Howevery "
thus avoil

to future years, ding the need for any asset sale,
forward in u

QUER said that his overriding objective vag 4
Seoy,

CELLOR OF THE EXCHE \ P
THE CHAN! le of assets promised in his Budget Speecy

the total £1,000 million from s&
million
lion could be found from forward oil sales, ang .

to achieve this objective, It lookeq o

He needed a further £685
though at least £400 mil
was satisfied that this woul
requirement (psBR). The remainder would red
Government's holding of BP shares; & sale of 7 per cent of the total wouy
yield about £085 million at the prices the
ramme was relatively straightforward, although there were a

th the Ministers concerned,

d count towards reducing the public sector bOTrm,i
4]

uwire the sale of some part of th
e

n ruling., The remainder of the

disposal prog
number of details to be agreed wi

In discussion, it was argued that there was already a substantial precedent

for the forward sale of 0il, undertaken under the previous Administration, Tn

was thus no doubt of BNOC powers to m They would involve only

There was a slight dang

ake such sales.
a small proportion of total North Sea oil production.
o copy the procedure, thus bringing forar

But this had not

that other oil producers would seek t
their own cash flow at the expense of consuming countries,

happened on the previous occasion. If oil producing countries wished to act

in this way, they would do so, irrespective of the behaviour of BNOC, Additie®
sales of o0il, beyond the £400 million suggested by the Secretary of State for
It was desirebl®

20 per cent of
chares were still subject to an action by their previous owners, the Busasb
there vas ?
Indeed
Poggible

Energy, would allow the Government to sell fewer BP shares.
to retain a 25 per cent blocking holding in BP if possible.

0il Company, against the Government. Until this was resolved,

strong case for limiting disposal of BP shares to about 5 per cent.
there was a case for further delay in disposing of BP shares. It vas E
4 culsr

that there would be shortfall in other Government expenditure, part
3 k
on housing, which would allow the sale to be postponed. Against 3%

shares:

was argued that the market now expected a substantial 4 confiw.
To disappoint these expectations might have damaging effects on mﬂ:: {pis
However, if the Government decided to retain a blocking interesti® ;i i

implied that it would be prepared to take up its share of any fu@r* P
issue, at least until the uncertainties surrounding the formeT

i OV
were removed, Provided the forward oil sales could be repeated # 1

10 0il ©

years, there would be no need for further2sa1e of BNOC assets

They could instead be vested in a ney subsidiary of B
gecretary of State for Energy at the Committeet's * %8 Proposed by the
Previou

in this subsidiary could in due course be e S discussion, Shares
: e :
would now bring forward more detailed e, th.general public, He
1s end, The -
y public

Present&tioﬂ of these various oil proposals ol
: . : need
»e agreed with the Prime Minister, great care, and should

The ini
remaining detajls of the disposals

package remain to be agreed with the Ministers co
ncemed.

gent of the sale of the British Sugar CononaTi . No public announce-
should be

agreement over the future of Tate and Lyle had been " made until the
reed, for fear of

prejudicing detailed negotiations with the company and with
' wi :
The Secretaries of State for Scotland. and for Wi, gt bthe unions concerned,
‘ e consulted about

the relatively small land disposals which concerned th
em,

TEE PRIME MINISTER, summing up the discussion, said that the Committee h
ee had now

approved the whole package of £1,000 million disposal in 1
n
that the Government should sell 5 L,

per cent of th Ty Sy
P 1 2 e total capital
retaining blocking control over the company for the time bp' o;hHP, thus
£ - S10g. ey agreed
that BNOC should be instructed to make forward oil sales which, togeth. WiK
s together with

the proceeds of the sale of BP shares
’

would yi
1979-80, yield a total of £685 million in

It followed that there need be no sale of BNOC assets this yea
year,

e ancellor the Exchequer should agree with the Ministers co. d the

Th C.'h of % ncerne

details of the remaining sales to make up the total of £1,000 million, The

terms of am:
y announcement about the oil transactions should be agreed betwe
en

the Chancellor of the Exche uer and the Secreta of State for Ener, and
ch q d e Iy f gY,

cleared with her 0 tatement could be made
before any statement was made, The S§ emen J:

in the context
g Sx of the Governments intention to introduce private capital into
. e Secreta
N etary of State for Energy should bring forward detailed proposal
end at the earliest opportunity i 3

The Committee —

T
00k note, with approval

o;s;ussion, and invited
tate for Energy to p

, of the Prime Minister's summi i

ng up of their
the Chancellor of the Exche
roceed accordingly. o el
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