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C O N F I D E N T I A L 

P R I M E M I N I S T E R 

F u r t h e r A c t i o n to Reduce the Size of the C i v i l Se rv ice 
(C(79) 51) 

B A C K G R O U N D 

A t the previous meet ing on 13th September, Cabinet decided i n 

p r inc ip le to seek savings of 10 per cent i n C i v i l Se rv ice staff costs , and sent 

the L o r d P re s iden t away to d i scuss the p o s s i b i l i t i e s wi th Depar tmenta l 

M i n i s t e r s . The postponement of the resumed d i s c u s s i o n of publ ic expenditure 

w i l l alow any savings agreed i n the present d i s c u s s i o n to be taken into_account 

i n the f inal t a l ly on publ ic expenditure. 

2~T~ The L o r d P r ^ i ^ e n t wants to make an ea r ly announcement about manpower 

savings. There i s no set t imetable for this , but there would be advantage i n 

getting i t out of the way before the s tar t of negotiations on C i v i l Se rv i ce pay 

(in January or F e b r u a r y ) . The Staff Side response to any announcement i s l i k e l y 

to be hos t i le , and E(CS) (the new Sub-Commit tee on Indus t r ia l A c t i o n i n the 

C i v i l Se rv i ce , cha i red by the L o r d P res iden t ) i s examining the state of the 

Government ' s defences i f hos t i l i t y i s c a r r i e d to the point of i n d u s t r i a l ac t ion . 

3. The o v e r a l l response f r o m Depar tments has been disappoint ing. It 

amounts to f i r m offers of 6 per cent, or about £ 2 5 0 m i l l i o n , annual ly. But this 

takes some time to bui ld up. M u c h of i t depends on c o n t r o v e r s i a l l eg i s l a t ion , 

which cannot be enacted for one year , or i n some cases for two yea r s . 

M o r e o v e r , the f igures quoted by the L o r d P r e s i d e n t are g ross , and i n many 

cases there are substantial (though i n this paper unquantified) offsets. It i s 

only the net savings which can be c a r r i e d fo rward to the T r e a s u r y White Pape r 

on P u b l i c Expendi ture . 

H A N D L I N G 

4. The d i scus s ion divides na tu ra l ly i n two par t s : r a t i f i ca t ion of the ' f i r m 

offers 1 and d i scuss ion of the 'other b i d s ' . But you might s tar t by inv i t ing the 

L o r d P res iden t to introduce the paper and repor t on the pos i t ion genera l ly . 
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5. You might then seek conf i rmat ion that no M i n i s t e r wishes to object to 

any of the offers l i s t e d i n Annex 1 (and s u m m a r i s e d i n Annex 2) - other than the 

five ' c o n t r o v e r s i a l ' i t ems also noted i n Annex 4: you should leave d i scuss ion of 

these t i l l l a te r i n the meet ing . The re i s a r i s k that the 'good boys ' w i l l r e t r ac t 

some of their offers when they see how s m a l l a re the offers made by the 'bad 

boys ' . There i s also some evidence that the CSD paper makes some of the 

' f i r m offers ' ra ther m o r e s o l i d than was intended by the M i n i s t e r s concerned . 

I suggest that you should make i t v e r y c lear that an offer, once made, cannot be 

withdrawn on grounds that others are getting away m o r e l i g h t l y . The re may, 

however, be r e a l p rob lems about some of the offers : the ac t ion needed i s l i s t e d 

i n Annex 3, and the l eg i s l a t ion r equ i r ed i s l i s t e d i n Annex 6. You may i n 

pa r t i cu l a r want the views of the Leade r of the House on the r e a l i s m of getting a l l 

this l eg i s l a t i on through i n t i m e . A n d i s the Chance l lo r p repared to be m o r e 

specific about the admin i s t r a t ive changes and unspecif ied budgetary measures 

( l is ted i n Annex 3) which together account for 8, 500 of the f i r m offers . 

6. You should then turn to ways of ' b r idg ing the gap' between 6 per cent and 

10 per cent. P a r a g r a p h 4 l i s t s the act ion needed. 

(a)	 Defence. The Secre ta ry of State has a l ready p r o m i s e d a f i r m 3 per cent 

saving (details at the beginning of Annex 3). But, whatever the dec i s ion 

on the Defence budget as a whole (which I hope may be sett led outside 

Cabinet, though i t w i l l have i n due course to be reported) , he w i l l 

ce r ta in ly r e s i s t a further 7 per cent cut. He w i l l argue, as he d id l a s t 

t ime, that the in-house studies a l ready c o m m i s s i o n e d ( l i s ted wi th others , 

i n Annex 5) w i l l not be completed unt i l 31st M a r c h , and that he cannot 

commi t h i m s e l f to the outcome. It w i l l be d i f f icul t to shake h i m on this 

(and his argument that we should bui ld upwards f rom the facts ra ther 

than downwards f rom a r b i t r a r y targets - p a r t i c u l a r l y i n a sensi t ive 

' p r i o r i t y ' a rea such as defence - would be l i k e l y to a t t ract a good deal 

of backbench support i f i t were deployed i n pub l i c ) . 

(b)	 Other p o l i c y decis ions l i s t ed i n Annex 4 (4 out of 5 of these come f rom 

D H S S k 
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(i)	 E m p l o y e r s ' S ick P a y for f i r s t S ix Weeks of Benefi t . 

This should be f a i r l y s t ra ight forward . The Chance l lo r 

has a l ready taken c red i t for the cor responding savings i n 

his expenditure ca lcu la t ions . It w i l l take t ime, and cause 

diff icul ty with indus t ry . But (unless the Sec re t a ry of 

State for Industry unexpectedly objects) I think the Cabinet 

can take i t this saving w i l l eventually be made, 

(ii)	 Unif ied Housing Benefi t . 

A paper on this p roposa l i s due to be taken i n H Commit tee 

i n late N o v e m b e r / e a r l y December . There are a good 

many p r o b l e m s . It means t r ans fe r r ing work f r o m cen t ra l 

Government to l o c a l author i t ies , and inf lat ing their staff 

numbers (though there should be an o v e r a l l net reduct ion) . 

The scheme under d i s c u s s i o n i s supposed to be 'no net 

cost ' i n t e rms of benefit paid out. But this means 

depr iv ing some exis t ing benef ic ia r ies of par t of the i r 

benefits, i n o rder to give more at the lower end of the 

sca le . Th i s becomes p r o g r e s s i v e l y ha rde r , i n p rac t i ce 

though not i n p r i n c i p l e , as C o u n c i l house rents r i s e .

doubt i f Cabinet can safely score this saving un t i l H has 

completed i ts work . 

( i i i )	 S imp l i f i ed Supplementary Benefi t . Th i s i t e m i s 

contingent on the in t roduct ion of unified housing benefit 

and cannot be scored i n i so l a t i on . 

(iv)	 T rans fe r of Pens ions to Fo r tn igh t ly Payment . 

Th i s one should be a l l r ight . There w i l l be p rob lems over 

union res is tance and publ ic acceptabi l i ty (despite the 

success of the Rayner t r i a l study of for tnight ly payment). 

There w i l l a lso be a t empora ry inc rease in publ ic 

expenditure i n the year of t r ans i t ion (because of the need to 

pay out one extra week 's benefit: the new sys tem requi res 

payment of one week i n advance and one week i n a r r e a r s , 

instead of the present one week in a r r e a r s ) . But , i n 

p r i n c i p l e , this saving looks f a i r l y secure . 
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(v)	 R e m o v a l of Bankruptcy f r o m the Insdvency S e r v i c e s . 

The Secre ta ry of State for Trade i s a keen advocate of this 

measure , but there may be dif f icul ty wi th the L o r d Chance l lo r : 

the measure would add to the work load of the Cour t s and reduce 

the net savings . Because of the need for l eg i s l a t ion , i t would not 

produce anything unt i l at leas t 1981, and perhaps l a t e r , 

(c)	 A b o l i t i o n of V E D or other equivalent Savings. Cabinet w i l l have 

reached a view on V E D under the prev ious i t e m on the Agenda . If i t s 

abol i t ion has not been agreed, you w i l l want to see what other savings 

the L o r d P re s iden t can suggest to make good the l o s s of £10 m i l l i o n . 

He does not suggest any i n this paper . 

7. Having reviewed these p o s s i b i l i t i e s , the Cabinet then has to decide the 

next moves , f rom the three options set out i n paragraph 5. 

(i)	 Announcing 6 per cent plus vague p r o m i s e s . Th i s i s the safest 

route because i t bui lds on the offers and avoids hostages to 

fortune. The L o r d P re s iden t , however , judges i t to be 

p o l i t i c a l l y unacceptable. A lot w i l l turn on whether the Cabinet 

as a whole shares his p o l i t i c a l judgment. 

(i i)	 ' Tak ing the dec is ions l i s t e d above i m m e d i a t e l y . The L o r d 

P re s iden t judges this course to be u n r e a l i s t i c . The Cabinet i s 

l i k e l y to agree with h i m . 

( i i i )	 Spl i t t ing the operation: Announcing a 6 pe r cent cut now as an 

i n t e r i m measure , wi th f i r m p r o m i s e s of more to come next year : 

this i s the L o r d P r e s i d e n t ' s p r e f e r r e d option. The choice 

between i t and option (i) turns on whether the Cabinet i s 

sufficiently sure of d e l i v e r i n g the goods i n the spr ing to r i s k 

signing up on a publ ic statement. 

8. Our guess i s that the Cabinet w i l l favour option (i) l eav ing the p o l i t i c a l 

diff icul t ies to be overcome by presentat ion and p r o m i s e s to continue the search 

for economy with the aid of Rayner etc. Th i s i s the weak option, i n fact i t 

fa i ls to meet the known a i m of 10 per cent; i n its favour i t can be argued that 

i t i s the r e a l i s t i c option: the Government has had a thorough look, and w i l l go 

on looking, but i s not going to offer what i t does not know to be ava i l ab le . 
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9. Y o u w i l l of course want to f o r m your own view on a l l th is , and perhaps 

d i scuss b r i e f ly with the L o r d P r e s i d e n t before the meet ing. 

10. Consequential A c t i o n . Whatever course i s decided, you w i l l want to 

agree that the L o r d P res iden t should c i r cu la t e the text of a draft announcement 

to you and to the Cabinet . 

11. F u r t h e r Growth . The L o r d P r e s i d e n t a lso wants a Cabinet commitment 

to offset any new staff requi rements by further savings. I a m not sure whether 

you w i l l want to get agreement on this : but Cabinet might be p repared to accept 

the p r i n c i p l e , leaving the CSD to admin i s t e r the exceptions, wi th appeal to you 

i n case of d i f f icul ty . 

C O N C L U S I O N S 
12.	 Subject to d i scuss ion , the conclus ions might be:

to endorse the ' f i r m offers ' l i s t ed i n Annex 1; excluding those also (i) 
l i s t e d	 i n Annex 4. 

to agree ei ther (i i) 
(a)	 to announce savings of 6 per cent now plus an unquantified 

p r o m i s e to keep up the good work i n future; 

OR (b) to agree a two-stage operat ion, wi th announcement of 

6 per cent now plus a f i r m commi tment to announce a 

substantial second package i n the spr ing /_note: on the 

L o r d P r e s i d e n t ' s fo rmula t ion this would a l so mean M i n i s t e r s 

agreeing now to find an extra 7 per cent f r o m Defence; 

to implement the decisions i n Annex 4; and to agree the 

abol i t ion of V E D or to find equivalent savings, i . e . he i s 

seeking a commi tmen t to 10 per cent savings by next 

s p r i n g / ; 

to agree to pursue 'a continuing and r igorous containment of staff ( i i i ) 
expenditure ' with new addit ions n o r m a l l y matched by compensating 

sa vmg 
(iv) 	 to inv i te the L o r d P r e s i d e n t to c l ea r the text of any announcement 

i n advance wi th Cabinet colleagues. 

(Rober t A r m s t r o n g ) 31st October 1979 


