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CONFIDENTIAL 

ENTARY 1. T h e Cabinet were i n f o rmed of t h e bus iness to be taken i n 
the House or C o m m o n s dur ing the fol lowing week. 

T H E S E C R E T A R Y O F S T A T E F O R S O C I A L S E R V I C E S sa id that 
du r ing the Commi t t ee stage of the Soc i a l Secur i ty B i l l i n the House 
of L o r d s there had been cons iderab le support for an amendment to 
enable e l de r l y people, who mortgaged t h e i r houses i n o r d e r to 
pu rchase an annuity, to obtain through the option mortgage scheme 
the equivalent of tax r e l i e f on the i r mortgage payments , even though 
the i r i n c o m e s were too s m a l l to make them l i ab le to i ncome tax. 
Wh i l e the amendment was tota l ly i r r e l e v a n t to the m a i n purpose of 
the B i l l , a s i m i l a r amendment might be pa s sed at Repo r t stage. 

T H E P R I M E M I N I S T E R , summing up a b r i e f d i s c u s s i o n , s a id that 
there should be urgent cons ide ra t i on by the M i n i s t e r s concerned of 
the m e r i t s of the p roposa l and of the l ine that the Gove rnment 
spokesman should take dur ing the Repor t stage of the B i l l and, i f 
nece s s a ry , du r ing the C o m m o n s ' cons ide ra t i on of L o r d s ' amendments . 

T h e Cabinet -

1. Invited the Chance l l o r of the Excheque r , 
i n consultat ion with the Sec r e t a r y of State for 
the Env i r onment and the S e c r e t a r y o f State for 
Soc i a l S e r v i c e s , to cons ide r the attitude the 
Gove rnment should take to the propo sa l that 
option mortgages should be ava i l ab le to e l de r l y 
people wishing to mortgage the i r ex ist ing houses 
i n o r d e r to purchase an annuity. 

T H E S E C R E T A R Y O F S T A T E F O R T H E H O M E D E P A R T M E N T 
r,ibassy i n f o r m e d the Cabinet o f the latest pos i t ion at the I r an ian E m b a s s y 

i n P r i n c e s Gate, about which he would be mak ing a statement to the 
House of C o m m o n s that afternoon. T h r e e gunmen had se i zed the 
E m b a s r y the p rev ious afternoon, taking about twenty people hostage, 
i nc lud ing one Met ropo l i t an P o l i c e O f f i ce r and two B r i t i s h 
B roadcas t ing C o r p o r a t i o n staff who were i n the E m b a s s y applying 
for v i s a s at the t i m e . T h e gunmen were threatening to blow up the 
E m b a s s y and the I ranian hostages at noon un le s s the i r demands for 
the r e l e a se of p r i s o n e r s he ld i n I ran were m e t . T h e Met ropo l i t an 
P o l i c e were i n contact with the gunmen by l and - l i n e , and were 
dea l ing with the situation by the means found success fu l i n p rev ious 
s i eges . T h e i r task had been made m o r e di f f icult by the fa i lu re 
overnight to cut off a l l n o r m a l telephone communica t i on to and f r o m 
the E m b a s s y , but this had now been done, 
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The Cabinet -

2. Took note. 

2. 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 res ignat ion of the United States Secretary of State, 
M r Vance, was a matter for regret . H i s successor , 
Senator Muskie , was not wel l known outside the United States, but 
he seemed more l i ke ly than some of the alternative candidates 
(such as M r Chr i s topher , who lacked standing, or M r B rzez insk i ) 
to exerc i se the moderat ing influence on United States foreign po l icy 
which had been characte r i s t i c of M r Vance . 

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 
following the fai lure of the United States rescue attempt there was 
no evidence of xenophobic backlash among the Iranian people. 
Whi le the staff of the B r i t i s h E m b a s s y i n T e h r a n had been reduced, 
the Ambas sado r h imse l f had returned there on 24 A p r i l . The 
European Counc i l at Luxembourg on 27-28 A p r i l had conf i rmed the 
intention to proceed with sanctions against Iran, although 
d iscuss ions were continuing about their scope, pa r t i cu l a r l y i n 
re lat ion to current contracts . The Government remained f i r m l y 
ccmmitted to pass ing by 17 May enabling leg is lat ion under which 
sanctions could be imposed . A s a m i n i m u m such leg is lat ion would 
need to have passed the House of Commons by that date. 

In the course of a br ie f d i scuss ion i t was noted that the Government ' 
supporters i n the House of Commons d i s l iked sanctions but were 
also aware of the over r id ing need for A l l i ance so l idar i ty . Support 
could be expected f r om a l l but a handful of them, provided that the 
i s sue of compensation could be avoided by exempting current 
contracts . The Leader of the Opposition rema ined wi l l ing to 
support sanctions for the sake of maintaining the so l idar i ty of the 
A l l i ance , but the attitude of many of his supporters was hardening 
against them, not least on grounds of general a n t i - A m e r i c a n i s m . 
Opposit ion support for the Sanctions B i l l could not therefore be 
counted upon. The posit ion i n the House of L o r d s might also prove 
diff icult. Meanwhile opinion i n international banking c i r c l e s 
increas ing ly under l ined the damage which would be done to the 
wor ld monetary system and the posit ion of London as a f inancial 
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cent re i f any attempt were made to sequester I ran ian assets h e r e . 
T h i s was an a r e a where B r i t a i n had m u c h m o r e at stake than he r 
p a r t n e r s . A s r e ga rd s c o m m e r c i a l contracts , however, the F r e n c h , 
G e r m a n s and Ital ians a l l stood to l o j e m o r e than the B r i t i s h . 

T h e Cabinet -

Took note. 

3. T H E P R I M E M I N I S T E R sa id that a sequence of events had 
l e d to the i s s u e of the United K ingdom net contr ibut ion to the 
Commun i t y Budget not being d i s c u s s e d u n t i l the second day of the 
E u r o p e a n C o u n c i l i n Luxembourg on ?,7-28 A p r i l . D u r i n g the 
p r eced ing F r i d a y she had had a v i s i t f r o m Signor Cos s i g a , the 
P r e s i den t of the Ital ian C o u n c i l of M i n i s t e r s , who had p r e v i o u s l y 
seen P r e s i den t G i s c a r d d ' E s t a i n g of F r a n c e . P r e s i d e n t G i s c a r d 
had put f o rward some p r o m i s i n g new p roposa l s which would have 
set an absolute ce i l ing on the s ize of our net contr ibut ion for a 
p e r i o d of y e a r s i r r e s p e c t i v e of the growth i n the o v e r a l l C o m m u n i t y 
Budget and subject to r ev i ew at the end of the p e r i o d . F r o m a 
subsequent telephone conversa t ion with P r e s i d e n t G i s c a r d i t was 
c l e a r that, whereas we were unwi l l ing to make any movement on 
a g r i cu l t u r a l p r i c e s and sheepmeat i n advance of a Budget settlement, 
the F r e n c h wanted dec i s ions on C o m m o n A g r i c u l t u r a l P o l i c y ( C A P ) 
p r i c e s , sheepmeat and f i she r i e s before sett l ing on the Budget. A s 
a resu l t , i t had been ag reed that p a r a l l e l meet ings should be he ld 
over the weekend of the C o u n c i l of M i n i s t e r s (Agr icu l ture ) and a 
group of o f f ic ia ls to dea l with the budgetary quest ion . In the event, 
the F r e n c h representat ive d i d not j o in the group of o f f ic ia l s unt i l 
Sunday m o r n i n g and then had no authority to put f o rward any F r e n c h 
i d e a s . A s a r e su l t , the E u r o p e a n C o u n c i l at i t s f i r s t s e s s i on on 
27 A p r i l had d i s c u s s e d other m a t t e r s . It was only after d inner , 
du r ing which fo re ign af fa i rs were d i s cus sed , that she was able to 
obtain agreement that the o f f i c ia l group should r e s u m e effective 
d i s cus s i on that evening. When presented , the ideas put f o rward 
by the F r e n c h representat ive were cons ide rab ly l ee s at t ract ive than 
those o r i g i na l l y suggested by P r e s i den t G i s c a r d . In the meant ime , 
the C o u n c i l of M i n i s t e r s (Ag r i cu l tu re ) had r e ached agreement among 
the other eight M e m b e r States on p roposa l s to i n c r e a s e a g r i cu l t u r a l 
p r i c e s by an average of 5 p e r cent, with i n c r e a s e s of 4 pe r cent on 
m i l k and sugar . T h e s e p roposa l s and re l a ted m e a s u r e s would 
i n c r e a s e a g r i c u l t u r a l expenditure by 1, 000 m i l l i o n units of account 
(mua) and would thus r a i s e s t i l l further the p ropo r t i on of the 
Commun i t y Budget devoted to a g r i c u l t u r e . T h e other M e m b e r 
States were a l so ready to agree on a c o m m o n organ isat ion of the 
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market for sheepmeat which involved intervention, the use of 
export rebates (which would have d isrupted New Zea land markets ) , 
and dif ferential p r i c e s i n favour of F r e n c h p roduce r s . It was 
against this background that there had been a prot racted negotiation 
on our Budget contribution. We had eventually been offered a 
l imi ta t ion of our net contribution to about £325 m i l l i o n but only for 
the year 1980. In a subsequent proposa l , our net contribution i n 
1981 would have been l im i ted to about £550 m i l l i o n . She had felt 
this latter f igure was too high, and that i t was not possib le to settle 
for an arrangement which covered only one yea r . T h e unwil l ingness 
of F r a n c e and Ge rmany to agree to p r ec i s e f igures beyond two yea rs 
a rose f r om their preoccupation with the inc reas ing burden, 
spec ia l ly on the F e d e r a l Republ ic , compared with other Membe r 
States for whom i t represented only a reduct ion i n the i r net benefit. 
A n alternative p roposa l which would have given us a refund of 
1, 000 mua for the f i r s t three years and 800 mua for the following 
two yea r s was not acceptable because i t did not give us adequate 
re l i e f . 

When deadlock had been reached on the Budget question, the 
European Counc i l had gone on to d i scuss ag r i cu l tu ra l p r i c e s , 
sheepmeat, f i sher ies and energy on each of which we had been 
i so la ted . F r a n c e and Ge rmany had wanted us to agree to inc rease 
North Sea o i l production i n t imes of c r i s i s . But the biggest dispute 
had a r i s e n over f i sher ies on which we were being asked to rea f f i rm 
the p r inc ip l e of free access i n t e r m s which would be unacceptable 
to the f ishing industry . In the absence of any agreement on these 
i s sues , the European Counc i l had not rever ted to the Budget question 
and had ended with no agreed communique on any of these points . 

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 
European Counc i l had been a m i s s e d opportunity. Had i t been 
poss ib le to make m o r e rap id p rog ress ea r l i e r i n the meeting, and 
to organise the negotiations i n such a way as to al low for proper 
consultation and ref lect ion, a settlement might have been poss ib le . 
It would now be diff icult to persuade the others to mainta in the 
offers they had made . Chance l lo r Schmidt had told h i m that i n 
propos ing a reduct ion of our net contribution to £325 m i l l i o n he 
had offered double the authority he had had f rom his Cabinet and 
that, i f i t had been accepted by us, he might have been faced with 
the res ignat ion of h is F inance M in i s t e r . Others were feeling sour 
ar.d upset. He d id not therefore think that the prospects of r e suming 
negotiations on the same basis were v e r y bright. He would however 
be putting suggestions to the P r i m e Min i s t e r as to how we should 
proceed i n the immediate future. 
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T H E M I N I S T E R O F A G R I C U L T U R E , F I S H E R I E S A N D F O O D sa id 
that the C o u n c i l o f M i n i s t e r s ( A g r i c u l t u r e ) would be m e e t i n g o n 
5-6 M a y . T h e r e would be c o n s i d e r a b l e p r e s s u r e to adopt the 
p r o p o s e d p r i c e i n c r e a s e s by m a j o r i t y vot ing , thus sett ing a s i de 
the L u x e m b o u r g c o m p r o m i s e wh ich had no l e g a l f o r c e . It a p p e a r e d 
that the C o m m i s s i o n h a d now d e c i d e d to m a i n t a i n i t s support fo r 
the 5 p e r cent p r i c e i n c r e a s e i n spite of i t s e a r l i e r p r o p o s a l s for 
l o w e r p r i c e i n c r e a s e s and the r e s e r v a t i o n wh ich had been e x p r e s s e d 
that i t was do ing so on ly i n the context o f an o v e r a l l p o l i t i c a l 
s e t t l ement . It was un rea sonab l e for the C o m m i s s i o n , who we re 
i n f avour o f r e f o r m of the C A P , to g ive way to p r e s s u r e f r o m o t h e r s 
i n advance o f a so lu t ion to the Budget i s s u e . W e shou ld w a r n o u r 
p a r t n e r s that any at tempt to c a l l into ques t i on the L u x e m b o u r g 
c o m p r o m i s e would c rea te a v e r y s e r i o u s s i tua t ion . A l t e r n a t i v e l y , 
the C o m m i s s i o n m i g h t be a sked to ag ree that the new p r i c e s should 
be i m p l e m e n t e d nat iona l ly with the C o m m u n i t y r e c o u p i n g the 
f i n a n c i a l consequences once the Budget q u e s t i o n had been set t l ed . 
T h i s would put u s i n the i n t o l e r a b l e p o s i t i o n o f f inanc ing o the r 
c o u n t r i e s ' s u r p l u s e s o n a ba s i s to wh i ch we h a d not a g r e e d . O u r 
r e f u s a l to accep t the a g r i c u l t u r a l p r i c e s e t t l ement was the s t rongest 
c a r d we h a d to s e c u r e a s a t i s f a c to ry Budget se t t l ement . 

In a d i s c u s s i o n o n C A P p r i c e s , i t was suggested that the p o s i t i o n 
of the C o m m i s s i o n was not ye t c l e a r . D u r i n g the d i s c u s s i o n s at 
the E u r o p e a n C o u n c i l , M r R o y J e n k i n s had m a d e i t p l a i n that the 
C o m m i s s i o n would neve r have tab l ed the r e v i s e d p r i c e p r o p o s a l s 
h a d i t not been fo r the need to sett le the Budget i s s u e at the s a m e 
t i m e . T h e C o m m i s s i o n d id not appea r to have a d d r e s s e d i t s e l f to 
what i t s p o s i t i o n would be i f t h e r e was any ques t ion of vo t ing i n the 
C o u n c i l . If i t s e e m e d l i k e l y that ef forts we re be ing m a d e to sett le 
the Budget i s s u e d u r i n g the next few weeks , the p o s s i b i l i t y o f vo t ing 
on a g r i c u l t u r a l p r i c e s m igh t not a r i s e u n t i l n e a r e r the end of M a y , 
at wh ich t i m e the new a g r i c u l t u r e p r i c e s would have to c o m e in to 
effect o r the ex i s t ing Regu l a t i ons be p r o l o n g e d . T h e F r e n c h and 
the I ta l ians both w i shed to s e c u r e deva luat ions of t h e i r G r e e n 
c u r r e n c i e s . If these were a g r e e d to at the f o r t h c o m i n g 
A g r i c u l t u r e C o u n c i l , they would enable those G o v e r n m e n t s to g ive 
some i m m e d i a t e i n c r e a s e to t h e i r f a r m e r s and thus r e d u c e the 
p r e s s u r e f o r e a r l y i m p l e m e n t a t i o n of the h i g h e r c o m m o n p r i c e s . 
T h e L u x e m b o u r g c o m p r o m i s e had f o r m e d the e s s e n t i a l p o l i t i c a l 
e l ement at the t i m e of th i s c o u n t r y ' s d e c i s i o n to j o i n the E u r o p e a n 
C o m m u n i t y and i f i t were c a l l e d into ques t ion now, the p o l i t i c a l 
consequences would be v e r y s e r i o u s . W e shou ld c o n s i d e r u r g en t l y 
what needed to be done through d i p l o m a t i c channe l s d u r i n g the next 
few d a y s . 
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On the other issues, the following points were made -

a. Budget. The period covered by any Budget 
agreement, including the arrangements for its review, was 
vital. If it was not possible to get agreement on figures 
beyond two years, we should seek agreement on a mechanism 
designed to create an acceptable outcome for the third year. 

b. F isher ies . There would be serious political 
consequences i f we accepted unsatisfactory provisions on 
access and quotas. The Commission had not yet produced 
proposal8 on quotas which would be acceptable to us and no 
meeting of the Council of Ministers (Fisheries) had been 
fixed. The arrangements for access and the treatment of 
third countries would need to be very seriously considered 
in order to safeguard the interests of the fishing industry, 
which was already in serious economic difficulties, 
especially the deep water section of the fleet. 

c. Sheepmeat. The arrangements agreed would be a 
touchstone as to whether or not there was any real desire 
within the Community to reform the C A P . 

T H E PRIME MINISTER, summing up the discussion, said the 
Cabinet endorsed the position which she and the Foreign and 
Commonwealth Secretary had taken at the European Council. What 
had been on offer i n Luxembourg had not been acceptable. Urgent 
consideration would now be given to the next steps. We should not 
despair of a satisfactory outcome before or at the next European 
Council in Venice on 12-13 June. 

The Cabinet -

Took note, with approval, of the Prime Minister 's 
summing up of their discussion. 
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I 
SERVICE 4. T h e Cabinet considered a memorandum by the Min i s te r of 
OWER. State, C i v i l Serv ice Department (C(80) 24) about C i v i l Se rv ice 
OSTS numbers and costs , and a note by the Secretary of the Cabinet 

(C(80) 25) to which was attached a ndnute by S i r Derek Rayner to 
us the P r i m e M in i s t e r on the eff iciency of cent ra l Government , 
sees: 
18th T h e Cabinet 's d i scuss ion and conclusions a re separately r eco rded . 
isions 
•4 and 
19th 
isions 

t5 

Cabinet Office 

1 May 1980 
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OCUMENT 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 A B I N E T 

C O P Y NO 

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

CC(80) 18th Conclus ions , Minute 4 

Thursday 1 May 1980 at 9 . 30 am 

The Cabinet considered a memorandum by the Min i s te r of State, 
C i v i l Se rv ice Department (C(80) 24) about C i v i l Se rv ice numbers 
and costs, and a note by the Secre ta ry o f the Cabinet (C(80) 25) to 
which was attached a minute by S i r Derek Rayner to the P r i m e 
Min i s te r on the Ef f ic iency of Cent ra l Government . 

T H E P R I M E MIN ISTER said that, despite the success ive savings i n 
manpower a l ready agreed and the continuing and strenuous efforts of 
M in i s t e r s to promote efficiency i n their Departments, C i v i l Se rv ice 
numbers were s t i l l higher than at any t ime i n the l i fe of the previous 
Conservat ive Government . If the Government was to fulf i l i t s 
Manifesto commitment and satisfy the expectatione of i t s supporters, 
i t would need to br ing numbers down to the l eve l of twenty years ago, 
by a combination of reducing functions and improv ing eff iciency. 
T h e papers now before the Cabinet made proposa ls for a 
comprehensive p r og r amme to this end. 

SIR D E R E K R A Y N E R said that there was i m p r e s s i v e evidence f r om 
the rev iews so far undertaken by Departments that the work of 
centra l Government could be done more effectively and with l e s s 
staff and l e s s cost. It was also c l ea r that there was a strong wi l l 
i n the C i v i l Se rv ice to promote r e fo rm, and a good deal of enthusiasm 
and talent, pa r t i cu l a r l y i n midd le management and i n the lower ranks, 
which had a contribution to make i f i t could be engaged effectively i n 
the work. But i f p rog re s s i n last ing re fo rms were to be made, 
M in i s t e r s themselves would have to be act ive ly involved i n the 
p roce s s . C l e a r l y they had far wider respons ib i l i t ies p re s s ing upon 
their t ime and attention; but unless they were ready to show an active 
des i re for and interest i n improved efficiency, no last ing r e fo rm 
would be achieved. T o be able to do this , each Min i s t e r must know 
the costs of the act iv it ies of his Department, and could not abdicate 
responsib i l i ty for what was done i n his name. He must also attend, 
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and be known to attend, ac t i ve ly to the welfare of h is staff. In 
th is connection i t had to be sa id that, though condit ions v a r i e d 
great ly , there were too m a n y l a r g e concentrat ions o f exces s i ve 
staff where inadequacy of the off ice a ids avai lab le and unsat i s factory 
work ing conditions were l ead ing to v e r y high ra tes of staff tu rnove r . 

T H E M I N I S T E R O F S T A T E , CIVIL. S E R V I C E D E P A R T M E N T , sa id 
that the dec i s i ons which the Gove rnment had taken so far had l ed to 
reduct ions i n C i v i l S e r v i c e numbe r s f r o m 732, 000 i n 1979 to 
705, 000 now, with the p rospec t of r each ing a tota l not m u c h over 
670, 000 by the end c f th is P a r l i a m e n t . T h i s was not suff icient. 
S i r D e r e k R a y n e r ' s f indings, and the work a l r eady completed by 
Depar tments , i l l u s t r a t ed the scope for further substantia l sav ings . 
He r ecommended , there fo re , that the Gove rnment should announce 
now that the i r a i m was to r educe the C i v i l S e r v i c e to no l a r g e r than 
630, 000 by the end of this P a r l i a m e n t . If ach ieved , this would be 
below the p r ev i ous lowest p o s t - w a r f igure of 640, 000 i n 1961. T o 
a l low for some i n c r e a s e i n staff i n p a r t i c u l a r a reas where i t might 
p r o v e unavoidable, the target should inc lude a s m a l l contingency 
m a r g i n of about 10, 000 which the C i v i l S e r v i c e Depar tment would 
a d m i n i s t e r . T o meet the net target of 630, 000 each Depar tment 
should a i m to save Z\ pe r cent of staff number s i n each of the y e a r s 
1981-82, 1982-83 and 1983-84 i n addit ion to the savings that had 
a l r eady been ag reed . Wi th in these targets an effort should be made 
to reduce numbe r s i n senior grades, on which p r o g r e s s had been 
poor so far ; and each Depar tment should r educe i t s posts at 
Under S e c r e t a r y and above by 10 p e r cent between A p r i l 1979 and 
A p r i l 1982. He was convinced that the target of 630, 000 was 
feas ib le . Nea r l y 250, 000 staff were l i k e l y to leave the C i v i l 
S e r v i c e anyway over the next three y e a r s . T h e r e would be 
r e l a t i v e l y l i t t l e need for c o m p u l s o r y redundancy. T h e target would 
give Depar tments an opportunity to p l an and to phase reduct ions 
ove r a t h r e e - y e a r p e r i o d . But i t was e s sent i a l to announce the 
targets now, both to give an impetus to m a k i n g further savings and 
to r emove uncerta inty i n the minds of staff. 

In d i s c u s s i o n the fol lowing m a i n points were made -

a . Whi l e M i n i s t e r s had to be c l o se l y and act ive ly 
concerned i n savings and i m p r o v i n g ef f ic iency, i t was 
impor tant that this should not be a l lowed to detract f r o m 
the r e spons ib i l i t y which fe l l upon the i r Pe rmanent 
S e c r e t a r i e s , Otherw i se the re was a danger of fa i l ing to 
achieve las t ing benefits . T h e P r i m e M i n i s t e r ' s intention 
to d i s cus s the Gove rnm e nt ' s objectives for C i v i l S e r v i c e 
manpower savings with Pe rmanent S e c r e t a r i e s co l l ec t i ve ly 
would be v e r y helpful i n th is r e spec t . 
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b. If M i n i s t e r s and Pe rmanent Sec r e t a r i e s were to be 
able lo be as effective i n management as they would wish to 
be, i t was n e c e s s a r y for them to have greater f reedom f r o m 
cent ra l c o n t r o l . T h e y need3d to be f ree to m o v e staff, to 
give incent ives to ind iv idua l s , and to make ea r l y r e t i r ement s , 
without the constra ints of regu lat ions and contro l s imposed 
by the C i v i l S e r v i c e Depar tment . S i m i l a r l y i t was important 
to change the present re la t ionsh ip between Depar tments and 
the P r o p e r t y S e r v i c e s A g e n c y . A s i t was, Depar tments 
were ne i ther knowledgeable about the i r own accommodat i on 
and r e l a ted costs , nor i n a pos i t ion to make i m p r o v e m e n t s 
they cons ide red n e c e s s a r y o r savings they cons i de r ed feas ib le . 
T h e p re sent s y s t em of r i g i d annual f inanc ia l a l locat ions a lso 
inhib i ted useful change, and a m e a s u r e of f l ex ib i l i ty could 
l e a d to s igni f icant savings i n f h e longer t e r m . 

c . Individual Depar tments had ident i f ied impor tant savings 
and developed new techniques of management : the exper ience 
of the Depar tment of the Env i ronment , as d e s c r i b ed to the 
Cabinet by the S e c r e t a r y of State, was p a r t i c u l a r l y in te res t ing 
and va luab le . It would be helpful i f these, together with 
S i r De r ek R a y n e r ' s ideas , could be drawn together cent ra l l y 
and then made genera l ly ava i l ab le . In this way good p r ac t i c e 
could be spread and Depar tments could l e a r n f r o m the 
exper iences of each other . 

d . Wh i l e there was genera l ag reement that the 
Government should set i t s e l f the a i m of r educ ing C i v i l 
S e r v i c e numbe r s to 630, 000 by the end of th is P a r l i a m e n t , 
and that no l e ve l s or grades i n the S e r v i c e should be 
excluded f r o m the p r o g r a m m e of reduct ions , i t was not c l ea r 
that a s e r i e s of annual departmenta l targets was i n p re sent 
c i r c u m s t a n c e s the best way to achieve this a i m . T a r g e t s 
of that k i n d were va luab le as « pu r s to act ion and y a r d s t i c k s 
of p r o g r e s s , but they seve re ly l i m i t e d the scope for 
f l ex ib i l i ty i n ach iev ing the a i m , both as to t i m i n g ove r the 
p e r i o d between now and the end of the P a r l i a m e n t and as to 
d i s t r i but ion between Depar tments . M o r e o v e r , exper ience 
suggested that staff were m o r e r e spons i ve to cuts i f they 
felt that p roposa l s had f i r s t been worked out with ca re and 
i n depth. T h e r e was a danger that, faced with imposed , 
and apparent ly a r b i t r a r y , targets , they would r e g a r d the new 
p roposa l s as s imp ly the next in s ta lment i n a s e r i e s of ad hoc 
dec i s ions by the Gove rnment . In this event the i r co -ope ra t i on 
might be los t and savings made ha rde r to achieve . A l l 
Depar tments would need to make equal effort to i m p r o v e 
ef f ic iency and reduce functions, and a l l would have to contribute 
to the savings r equ i r ed ; but some would inev i tab ly need to be 
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able to contribute l e s s than others : i t was u n r e a l i s t i c to 
expect that ident ica l percentage cuts cou ld be app l ied a c r o s s 
the board without r e g a r d to the functions o f i nd iv idua l 
Depar tments . 

e. It was suggested that the announcement of a d e c i s i on 
to reduce C i v i l S e r v i c e manpower fur ther by a definite 
amount might have a damaging effect on C i v i l S e r v i c e 
m o r a l e . O n the other hand i t was a rgued that, i f the Cabinet 
took such a deci sion, i t was l i k e l y to become known even i f 
i t was not f o r m a l l y announced. T h e r e was a s t rong ca se 
for r emov ing uncer ta inty among staff about the Government 1 s 
object ives and a f i r m l y stated target for the l i f e of a 
P a r l i a m e n t would ach ieve th i s , bes ides being popular i n the 
country . T h e r e was cons ide rab le s l ack i n the sy s t em and 
p r o g r e s s i n r educ ing this had so far been disappoint ing . A 
target announced now would be both a s t imulus and a 
y a rd s t i ck against which to m e a s u r e further p r o g r e s s . 

f. It was l i k e l y that the const ra int of cash l i m i t s cou ld 
i t s e l f l e ad to further squeezes on manpower numbers i n 
l a te r y e a r s . Reduct ions for this r e a s o n should not be r e g a r d e d 
as additions to but as a contr ibut ion towards the p roposed 
o v e r a l l target . T h e p r e c i s e in te r r e l a t i onsh ip would need to 
be cons ide red fu r the r . F u r t h e r thought should a l so be g iven 
to whether the p roposeo contingency m a r g i n was adequate to 
dea l with s igni f icant changes i n c i r c u m s t a n c e s , such as 
r i s i n g unemployment . A l a r g e r contingency a l lowance 
would p rov ide g reater f l ex ib i l i ty i n ach iev ing the o v e r a l l a i m . 

T H E P R I M E M I N I S T E R , summing up the d i s cu s s i on , sa id that the 
Cab inet agreed that there was scope for further reduct ions i n C i v i l 
S e r v i c e numbe r s , and that the object ive should be a C i v i l S e r v i c e 
of no m o r e than 630, 000 by the end of th is P a r l i a m e n t . She would 
cons ide r further with the M i n i s t e r of State, C i v i l S e r v i c e Department , 
the t e r m s and t i m i n g of an announcement of th i s d e c i s i o n bea r ing i n 
m i n d the d e s i r a b i l i t y o f m a k i n g the announcement before the 
opening of the A n n u a l Con fe rences of the m a i n C i v i l S e r v i c e un ions . 
T h i s pointed to a statement i n the fo l lowing week. T h e Cabinet was 
not m inded to adopt annual targets for each Depar tment as a means 
of ach iev ing this a i m : i t was r ecogn i sed that some Depar tments 
would be able to m a k e propor t ionate ly g reater savings than o thers 
though each should contr ibute . T h e savings should be achieved both 
by cutting out and s imp l i f y ing functions and by fur ther i m p r o v e m e n t s 
i n e f f i c iency . E a c h M i n i s t e r should now r e v i e w the functions and 
ef f ic iency of h i s Depar tment , and then send to the M i n i s t e r of State, 
C i v i l S e r v i c e Depar tment h i s p lans for reduct ions i n the staff 

4 

S E C R E T 



S E C R E T 

employed by h is Department over the pe r iod to 1983-84. The 
Min i s t e r of ,»tate, C i v i l Se rv ice Department, should +hen 
co-ord inate the detai led plans with a v iew to ensuring that they 
prov ided a basis for reaching the ove ra l l target. E a c h Min i s te r 
should a lso send to the Min i s te r of State, C i v i l Serv ice Department 
a descr ipt ion of the management pract ices and techniques used i n 
his Department to contro l staff numbers . The Min i s t e r of State, 
C i v i l Se rv ice Department should then summar i s e these i n a paper 
which would be made general ly available to Departments i n o rder 
that experience could be shared . The Cabinet would consider at a 
l a ter stage further proposa ls , and p rogress repor t s , f r o m the 
M in i s t e r of State, C i v i l Se rv ice Department and S i r Derek Rayner . 

The Cabinet -

1. A g r e e d that -

a . the Government should a i m at reducing the 
l eve l of C i v i l Se rv ice manpower to 630, 000 by the 
end of the present Pa r l i ament (in effect, by 
1 A p r i l 1984); 

b. p rov i s i on should be made within this a im for 
a contingency marg in , which might need to be greater 
than the 10, 000 proposed by the Min i s te r of State, 
C i v i l Se rv ice Department, to al low for inc reases of 
staff made unavoidable by external factors (such as 
r i s i n g unemployment); 

c. the consequent reduction would need to be 
achieved flexibly, both as to t iming and as to 
d istr ibut ion among Departments, rather than by a 
system of annual departmental targets; 

d. savings i n manpower should be sought both 
by cutting out and s impl i fy ing functions and by further 
improvements i n eff iciency. 

2. Invited each Min i s t e r i n charge of a Department 
to put i n hand, i n consultation with the Min i s te r of State, 
C i v i l Serv ice Department, and S i r Derek Rayner as 
appropriate, a detai led review of the functions and activit ies 
of h is Department and the preparat ion of a p lan for cutting 
out and s impl i fy ing functions and improv ing efficiency, and 
to repor t p rog ress r egu la r ly to the Min i s te r of State, C i v i l 
Se rv ice Department. 
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3 . Invited the M i n i s t e r of State, C i v i l S e r v i c e 
Department , to p rov ide advice and a s s i s t ance as r e q u i r e d 
for the p roposed depar tmenta l r ev iews and p lans , and to 
co -o rd ina te and mon i to r p r o g r e s s r epo r t s f r o m 
Depar tments , with a v i ew to ma inta in ing the n e c e s s a r y 
m o m e n t u m i n reduc ing functions and i m p r o v i n g e f f ic iency 
and to r epor t ing to Cabinet f r o m t i m e to t i m e on p r o g r e s s 
towards the ag reed ob ject ive . 

4. Invited the M i n i s t e r of State, C i v i l S e r v i c e 
Department -

a . to a r r ange for the p r o g r a m m e of work 
s u m m a r i s e d i n A n n e x D to C(80) 24 to be 
imp lemented , and for the C i v i l S e r v i c e Depar tment 
to d i scuss with each Depa r tment ways of s imp l i f y ing 
i t s manpower intens ive ac t i v i t i e s ; 

b. to r e p o r t to Cab inet i n due cou r s e on the 
use of the grad ing s t ruc ture (Annex E to C(80) 24)); 

c . to r e p o r t to Cabinet by the end of J u l y 1980 
on pay, p r o m o t i o n and r e t i r e m e n t po l i c i e s i n the 
C i v i l S e r v i c e ; 

d . to ensure that management exper ience and 
the best management p r a c t i c e s i n ind iv idua l 
Depar tments , and exper ience r e su l t i ng f r o m 
S i r D e r e k R a y n e r ' s work, were ef fectively 
d i s seminated , and to r epo r t p r o g r e s s to Cabinet 
i n due c o u r s e . 

5. Took note with approva l that the P r i m e M i n i s t e r 
had c o m m i s s i o n e d a p r o g r a m m e of work by the 
Chance l l o r of the Excheque r , the M i n i s t e r o f State, 
C i v i l S e r v i c e Department , and S i r D e r e k Rayne r on the 
r ecommendat ions i n S i r D e r e k R a y n e r ' s minute attached 
to C(80) 25. 

6. T o o k note with approva l that the P r i m e M i n i s t e r 
would give Pe rmanent S e c r e t a r i e s an account of the 
Gove rnment ' s p roposa l s and en l i s t the i r support for 
the p r o g r a m m e of i m p r o v i n g management and ef f ic iency 
and rev iewing depar tmenta l funct ions . 

7. Took note that the P r i m e M i n i s t e r would announce 
the Gove rnment ' s a i m s and p roposa l s i n a statement i n 
the House of C o m m o n s the fol lowing week, 
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8. Invited the M i n i s t e r of State, C iv i ] S e r v i c e 
Department , to i n f o rm the C i v i l S e r v i c e T r a d e s Unions 
Staff Side of the Gove rnment ' s p roposa l s short ly 
before the P r i m e M i n i s t e r made her statement, with 
the a s su r ance that i t was the intent ion to keep c o m p u l s o r y 
redundancy to a m i n i m u m . 

Cab inet Of f ice 

2 M a y 1980 
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