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T A M E N T A R Y 1. T h e C a b i n e t w e r e i n f o r m e d o f the b u s i n e s s to be t a k e n i n 
h e H o u s e o f C o m m o n e d u r i n g the f o l l o w i n g w e e k , a n d that i t w o u l d 

be p r o p o s e d that the H o u s e s h o u l d a d j o u r n f o r the S p r i n g B a n k 
H o l i d a y f r o m F r i d a y , 25 M a y u n t i l M o n d a y 11 J u n e . 
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T H E H O M E S E C R E T A R Y s a i d that T h e Q u e e n ' s S p e e c h e s a n d F u t u r e 
L e g i s l a t i o n C o m m i t t e e ( Q L ) h a d a p p r o v e d a n u m b e r o f B i l l s f o r 
e a r l y i n t r o d u c t i o n i n the new s e s s i o n . T h e s e w e r e the B i l l s o n 
K i r i b a t i , E d u c a t i o n , E u r o p e a n A s s e m b l y ( S a l a r i e s and P e n s i o n s ) , 
the P r i c e C o r n r n i s s i o n , O f f - S h o r e I n s t a l l a t i o n s and C r i m i n a l 
J u s t i c e ( A m e n d m e n t ) ( Sco t l and ) , f o r i n t r o d u c t i o n i n the H o u s e o f 
C o m m o n s ; and B i l l s o n C o m p a n i e s , L i m i t a t i o n , C h a r g i n g O r d e r s 
and L a w R e f o r m ( M i s c e l l a n e o u s P r o v i s i o n s ) ( Sco t l and ) f o r i n t r o ­
d u c t i o n i n the H o u s e of L o r d s . T h e s e B i l l s , t o g e t h e r w i t h the 
r e m a i n d e r o f the D e b a t e o n the A d d r e s s a n d the B u d g e t a n d the 
F i n a n c e B i l l , s h o u l d p r o v i d e r e a s o n a b l e b u s i n e s s f o r bo th H o u s e s 
fo r the nex t few w e e k s . Q  L w o u l d now c o n s i d e r p r o p o s a l s f o r the 
f u l l l e g i s l a t i v e p r o g r a m m e , o n w h i c h he h o p e d to be a b l e to m a k e 
a p r e l i m i n a r y r e p o r t to the C a b i n e t i n two w e e k s ' t i m e . 

T h e C a b i n e t -

T o o k n o t e . 

2 . T H E L O R D P R I V Y S E A L s a i d tha t the A m e r i c a n s h a d u r g e d 
the A l l i a n c e to i s s u e a w e l c o m i n g s t a t e m e n t o n the c o m p l e t i o n o f 
the S A L T II n e g o t i a t i o n s . So f a r a s we w e r e c o n c e r n e d , t h i s 
w o u l d d e p e n d on the ex tent to w h i c h the U n i t e d S t a t e s S e c r e t a r y o f 
State , M r V a n c e , w a s ab l e to r e s o l v e o u r d o u b t s . 

T H E L O R D P R I V Y S E A L s a i d that the P r i m e M i n i s t e r ' s r e m a r k s 
i n the H o u s e o f C o m m o n s o n R h o d e s i a o n 15 M a y h a d b e e n w e l l 
r e c e i v e d . L o r d B o y d h a d r e p o r t e d that the e l e c t i o n s h a d b e e n 
f a i r l y c o n d u c t e d and h a d b e e n a s f r e e a s p o s s i b l e i n the c i r c u m ­
s t a n c e s a n d that the o u t c o m e r e p r e s e n t e d the w i s h e s o f the 
m a j o r i t y o f the p e o p l e . T h i s w o u l d be h e l p f u l i n d e a l i n g w i t h 
c r i t i c i s m i n o t h e r A f r i c a n c o u n t r i e s . S i r A n t o n y D u f f w a s i n 
S a l i s b u r y w h e r e h e w a s d i s c u s s i n g w i t h B i s h o p M u z o r e w a , a m o n g 
o the r t h i n g s , the q u e s t i o n o f e s t a b l i s h i n g a B r i t i s h r e p r e s e n t a t i v e 
i n S a l i s b u r y . T h e U n i t e d S t a t e s Senate h a d p a s s e d b y l a r g e 
m a j o r i t i e s t h r e e r e s o l u t i o n s o n R h o d e s i a w h i c h w o u l d c a u s e 
p r o b l e m s f o r the A d m i n i s t r a t i o n . T h e m o s t i m p o r t a n t r e q u i r e d 
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P r e s i d e n t C a r t e r to m a k e a j u d g m e n t that the C a s e - J a v i t s 


a m e n d m e n t h a d b e e n s u b s t a n t i a l l y c o m p l i e d w i t h , a n d thus the 


c o n d i t i o n s f o r r e c o g n i t i o n f u l f i l l e d , w i t h i n f o u r t e e n d a y s o f the 


i n s t a l l a t i o n of the new R h o d e s i a n g o v e r n m e n t . T h i s c o u l d m e a n 


that P r e s i d e n t C a r t e r w o u l d h a v e to m a k e a d e c i s i o n b y m i d - J u n e , 


T H E P R I M E M I N I S T E R s a i d that , w h i l e the t i m i n g of the C a b i n e t ' s 
d e c i s i o n on r e c o g n i t i o n n e e d e d c a r e f u l c o n s i d e r a t i o n , we s h o u l d 
b e a r i n m i n d the unde s i r a b i l i t y o f s e e m i n g to d r a g o u r f ee t o n 
r e c o g n i t i o n o r m e r e l y f o l l o w i n g b e h i n d the U n i t e d S t a t e s 
A d m i n i s t r a t i o n . L o r d B o y d ' s r e p o r t w a s v e r y g o o d a n d s h o u l d b e 
p u b l i s h e d . M r , D r i n k w a t e r , a m e m b e r o f L o r d B o y d ' s t e a m who 
was a l s o a m e m b e r of the B o u n d a r y C o m m i s s i o n a n d t h e r e f o r e 
r e g a r d e d h i m s e l f a s a c t i n g i n a s e m i - j u d i c i a l c a p a c i t y , h a d p u t i n 
a s epa r a t e r e p o r t , but a l t hough th i s r a i s e d c e r t a i n p r o b l e m s i t d i d no t 
d i f f e r i n subs t ance f r o m the c o n c l u s i o n s r e a c h e d b y L o r d B o y d . 

3. T H E P R I M E M I N I S T E R s a i d that w h i l e the t a l k s w i t h 
C h a n c e l l o r S c h m i d t a n d h i s M i n i s t e r i a l c o l l e a g u e s h a d g e n e r a l l y 
gone w e l l the G e r m a n s h a d no t y e t a c c e p t e d o u r c a s e o n the 
C o m m u n i t y B u d g e t . T h e y d i s p u t e d o u r f i g u r e s and t h i s w o u l d h a v e 
to be r e m e d i e d . We s h o u l d be c a r e f u l n o t to a p p e a r to be r e ­
nego t i a t ing the t e r m s o f e n t r y bu t i t w a s c l e a r that we n e e d e d a n 
e f f ec t i ve s a f e g u a r d m e c h a n i s m w h i c h the p r e v i o u s A d m i n i s t r a t i o n 
h a d f a i l e d to get . She i n t e n d e d to v i s i t P a r i s f o r a m e e t i n g w i t h 
P r e s i d e n t G i s c a r d d ' E s t a i n g of F r a n c e o n 5 J u n e . 

T H E C H A N C E L L O R O F T H E E X C H E Q U E R s a i d the budge t p r o b l e m 
h a d b e e n the m a i n i t e m f o r d i s c u s s i o n a t the C o u n c i l o f M i n i s t e r s 
( F i n a n c e ) e a r l i e r i n the w e e k . W h i l e s t r e s s i n g the G o v e r n m e n t s 
c o m m i t m e n t to the C o m m u n i t y h e h a d sought to i m p r e s s o n h i s 
c o l l e a g u e s that t h i s G o v e r n m e n t t ook a t l e a s t a s s e r i o u s a v i e w a s 
i t s p r e d e c e s s o r abou t the d i s p r o p o r t i o n a t e budge t b u r d e n o n the 
U n i t e d K i n g d o m . A l t h o u g h the a r i t h m e t i c w a s b e g i n n i n g to 
p e n e t r a t e , o t h e r m e m b e r s t a t e s d i d n o t want to a d d r e s s t h e m s e l v e s 
to the n e e d f o r c h a n g e s a n d t ook r e fuge i n a r g u m e n t s e g abou t o t h e r 
advantages w h i c h c o u l d not be m e a s u r e d . S o m e c o u n t r i e s l i k e the 
I r i s h R e p u b l i c w e r e f e a r f u l that o u r a t t a c k o n the budge t a r r a n g e ­
m e n t s w o u l d u n d e r m i n e the b e n e f i t s t h e y s e c u r e d u n d e r the C o m m o n 
A g r i c u l t u r a l P o l i c y , W e s h o u l d e n l i s t m o r e s u p p o r t i f we s h o w e d 
that o u r a t t a ck w a s o n the budge t m e c h a n i s m i t s e l f . W e w e r e i n 
f o r a l o n g tough h a u l a n d a s o l u t i o n w o u l d o n l y c o m e a t the h i g h e s t 
p o l i t i c a l l e v e l . H e h a d a s k e d that i t s h o u l d be on the a g e n d a o f the 
E u r o p e a n C o u n c i l i n S t r a s b o u r g a n d we s h o u l d n e e d to d e v e l o p o u r 
c a s e f i r m l y b e f o r e t h e n . 
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In a b r i e f d i s c u s s i o n i t wa s n o t e d that t h e r e w a s s t i l l an u n r e s o l v e d 
d i spute o v e r how m o n e t a r y c o m p e n s a t o r y a m o u n t s ( M C A s ) s h o u l d 
be t r e a t e d f o r the p u r p o s e o f budge t t r a n s f e r s . B u t e v e n o n the 
l e a s t f a v o u r a b l e t r e a t m e n t f r o m o u r p o i n t o f v i e w , the U n i t e d 
K i n g d o m was s t i l l the s e c o n d l a r g e s t n e t c o n t r i b u t o r . It w a s 
i m p o r t a n t to get the f a c t s e s t a b l i s h e d a n d the D e f e n c e a n d O v e r s e a 
P o l i c y C o m m i t t e e , S u b - C o m m i t t e e o n E u r o p e a n Q u e s t i o n s w o u l d 
be c o n s i d e r i n g p a p e r s s h o r t l y . It w a s a l s o i m p o r t a n t that we 
s h o u l d c o n v i n c e o u r C o m m u n i t y p a r t n e r s i n b i l a t e r a l d i s c u s s i o n s 
be fo re the m a t t e r w a s d i s c u s s e d i n the C o u n c i l , a n d the F o r e i g n 
and C o m m o n w e a l t h S e c r e t a r y w o u l d be p r o p o s i n g to h i s c o l l e a g u e s 
a s e r i e s of i n t e n s i v e b i l a t e r a l c o n t a c t s . 

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 s a i d 
that f o l l o w i n g h i s i n f o r m a l m e e t i n g w i t h o t h e r C o m m u n i t y 
A g r i c u l t u r e M i n i s t e r s i t w a s c l e a r that the n e g o t i a t i o n s o v e r 
a g r i c u l t u r a l p r i c e s f o r 1 9 7 9 - 8 0 w o u l d be e x t r e m e l y t o u g h . A 
l ong m e e t i n g of the A g r i c u l t u r e C o u n c i l w a s s c h e d u l e d f o r J u n e 
but i t wa s doubt fu l w h e t h e r a s e t t l e m e n t w o u l d be p o s s i b l e . F o r 
i n t e r n a l p o l i t i c a l r e a s o n s , the F r e n c h G o v e r n m e n t w e r e p r e s s i n g 
v e r y h a r d f o r i n c r e a s e d p r i c e s a n d t h e y h a d the s u p p o r t o f the 
I r i s h and new B e l g i a n M i n i s t e r o f A g r i c u l t u r e . T h e I t a l i a n s 
we re o u r a l l i e s and t h e r e w a s s o m e sh i f t o f o p i n i o n i n G e r m a n y . 
H e i n t e n d e d to h a v e b i l a t e r a l t a l k s w i t h h i s D u t c h a n d D a n i s h 
oppos i t e n u m b e r s . 

In a b r i e f d i s c u s s i o n the p o l i t i c a l i m p o r t a n c e f o r the G o v e r n m e n t 
of s t i c k i n g f i r m l y to i t s p o s i t i o n o n a p r i c e f r e e z e w a s s t r e s s e d . 
If any c o n c e s s i o n s w e r e m a d e i n the f i n a l s t a g e s t h i s c o u l d o n l y 
be o n p r o d u c t s w h i c h w e r e n o t i n s u r p l u s . It w a s i m p o r t a n t tha t 
the C o m m i s s i o n s h o u l d c o n t i n u e to s u p p o r t o u r s t and o n a p r i c e 
f r e e z e f o r s u r p l u s c o m m o d i t i e s . 

T h e C a b i n e t -

T o o k no t e . 
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4. T h e C a b i n e t c o n s i d e r e d a m e m o r a n d u m b y the C h i e f 
S e c r e t a r y , T r e a s u r y (C (79 ) 4) o n the s c o p e f o r c u t s i n p u b l i c 
e x p e n d i t u r e i n 1 9 7 9 - 8 0 . 

T H  E P R I M E M I N I S T E R s a i d that t h e l a t e s t f o r e c a s t s f o r t h e p u b l i c 
s e c t o r b o r r o w i n g r e q u i r e m e n t m a d e i t a b s o l u t e l y e s s e n t i a l tha t cu t s 
l a r g e r t h a n t h o s e p r o p o s e d i n t h e C h i e f S e c r e t a r y ' s p a p e r s h o u l d be 
a g r e e d u r g e n t l y i n o r d e r to l e a v e r o o m f o r i m m e d i a t e r e d u c t i o n s i n 
d i r e c t t a x a t i o n c o n s i s t e n t w i t h r e a l i s t i c m o n e t a r y t a r g e t s a n d a f a l l 
i n i n t e r e s t r a t e s . T h e a i m s h o u l d be to f i n d e x t r a s a v i n g s o f s o m e 
£500 m i l l i o n to £600 m i l l i o n i n 1 9 7 9 - 8 0 . It w a s c r u c i a l to the 
G o v e r n m e n t 1 s who l e e c o n o m i c s t r a t e g y that s u b s t a n t i a l a n d e a r l y 
r e d u c t i o n s s h o u l d be m a d e i n p u b l i c e x p e n d i t u r e . 

T H E C H I E F S E C R E T A R Y , T R E A S U R Y , s a i d tha t the p r o p o s a l s i n 
h i s p a p e r , w h i c h w e r e b a s e d o n w o r k done by the C o n s e r v a t i v e P a r t y 
i n o p p o s i t i o n a n d o n p r o p o s a l s f r o m the T r e a s u r y , w o u l d y i e l d 
s a v i n g s o f £ 7 5 0 - £ 8 5 0 m i l l i o n i n 1 9 7 9 - 8 0 . In a d d i t i o n , he p r o p o s e d 
a r e d u c t i o n i n the R a t e S u p p o r t G r a n t o f £200 m i l l i o n . D i s p o s a l o f 
p u b l i c s e c t o r a s s e t s m i g h t y i e l d a s m u c h a s a f u r t h e r £1, 000 m i l l i o n . 
S u b s t a n t i a l f u r t h e r s a v i n g s s h o u l d be p o s s i b l e . H e p r o p o s e d to 
d i s c u s s i n d i v i d u a l p r o g r a m m e s b i l a t e r a l l y w i t h t h e M i n i s t e r s 
c o n c e r n e d a f t e r w h i c h he w o u l d r e p o r t b a c k to C a b i n e t w i t h h i s 
r e c o m m e n d a t i o n s . 

In d i s c u s s i o n of the p r o p o s e d c u t s i n D e p a r t m e n t a l p r o g r a m m e s , 
t h e r e was g e n e r a l a g r e e m e n t tha t b i g g e r c u t s t h a n t h o s e p r o p o s e d 
i n the C h i e f S e c r e t a r y ' s p a p e r w o u l d be n e e d e d . It was h o w e v e r 
a r g u e d that b l a n k e t p e r c e n t a g e r e d u c t i o n s w o u l d be i n a p p r o p r i a t e . 
T h e n e e d was to e n s u r e tha t e v e r y M i n i s t e r m a d e t h e m a x i m u m 
s a v i n g s p o s s i b l e w i t h i n h i s o w n p r o g r a m m e , t a k i n g f u l l a c c o u n t of 
i t s c i r c u m s t a n c e s . T h e G o v e r n m e n t was p r e p a r e d to g i v e h i g h 
p r i o r i t y to the d e f e n c e a n d l a w a n d o r d e r p r o g r a m m e s , but t h i s d i d 
not e x e m p t the D e p a r t m e n t s c o n c e r n e d f r o m the n e e d to e l i m i n a t e 
w a s t e . It w o u l d be h e l p f u l i f i n d i v i d u a l D e p a r t m e n t a l M i n i s t e r s w e r e 
g i v e n t a r g e t s f o r the r e d u c t i o n t h e y m i g h t m a k e , r a t h e r t h a n a s k e d to 
m a k e s p e c i f i c c h a n g e s . T h e y w e r e b e t t e r p l a c e d t h a n T r e a s u r y 
M i n i s t e r s to k n o w t h e b e s t w a y s o f s e c u r i n g e c o n o m i e s o f the d e s i r e d 
s i z e . D e p a r t m e n t a l M i n i s t e r s w o u l d a l s o n e e d d i s c r e t i o n i n s o m e 
c a s e s to c o n s u l t f r i n g e b o d i e s s u c h a s the M a n p o w e r S e r v i c e s 
C o m m i s s i o n . S w i t c h e s i n e x p e n d i t u r e f r o m o n e p r o g r a m m e to 
a n o t h e r n e e d not be r u l e d out . F o r e x a m p l e , s u p p o r t o f o v e r s e a s 
s tudents m i g h t be m a d e a c h a r g e a g a i n s t t h e a i d p r o g r a m m e , a n d f i t t e d 
i n to w h a t e v e r t o t a l wa s a v a i l a b l e f o r a i d , i n s t e a d o f b e i n g f r a m e d 
as p a r t o f the e d u c a t i o n budge t . 

4 

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


22 



CONFIDENTIAL 

O n the q u e s t i o n o f the R a t e S u p p o r t G r a n t , i t was a r g u e d that the 
p r o p o s e d r e d u c t i o n of £200 m i l l i o n was too s m a l l . T h e a i m s h o u l d 
be a cut o f at l e a s t £300 m i l l i o n , a n d i t s h o u l d be p o s s i b l e to f i n d 
th i s wi thout d i f f i c u l t y out o f a t o t a l g r an t o f m o r e t h a n £7 , 000 m i l l i o n . 
M o s t l o c a l a u t h o r i t i e s h a d s u b s t a n t i a l b a l a n c e s a v a i l a b l e , w h i c h t h e y 
wou ld be a b l e to r u n d o w n . W h i l e t h e r e w a s a d a n g e r o f e x c e s s i v e l y 
l a r g e r a t e i n c r e a s e s i n t h e f o l l o w i n g f i n a n c i a l y e a r a s a r e s u l t , the 
i n t e n t i o n was to put p r e s s u r e o n l o c a l a u t h o r i t i e s to r e d u c e t h e i r 
e x p e n d i t u r e d u r i n g the y e a r so a s to m a k e t h i s u n n e c e s s a r y . E a r l y 
d i s c u s s i o n s h a d a l r e a d y b e e n a r r a n g e d w i t h t h e l o c a l a u t h o r i t y 
a s s o c i a t i o n s i n E n g l a n d a n d i n S c o t l a n d . T h e G o v e r n m e n t ' s g e n e r a l 
l i n e was c l e a r , but any s p e c i f i c p r o p o s a l s t o b e pu t to t h e a s s o c i a t i o n s 
shou ld be c l e a r e d i n a d v a n c e w i t h T r e a s u r y M i n i s t e r s . 

In d i s c u s s i o n o f s a l e s o f a s s e t s , i t wa s p o i n t e d out tha t t h e s e w e r e 
not a subs t i tu te f o r c u t s i n r e a l e x p e n d i t u r e . T h e two m u s t go 
t o g e t h e r . T h e c a p a c i t y o f the m a r k e t s to a b s o r b t h e s e a s s e t s m i g h t 
set a n u p p e r l i m i t to t h e a m o u n t w h i c h c o u l d b e r a i s e d i n t h e f i r s t 
y e a r . B u t m u c h w o u l d d e p e n d o n the c h o i c e b o t h o f the a s s e t s to b e 
so l d , a n d o f the m o d e o f d i s p o s a l . So f a r a s p o s s i b l e , s a l e s s h o u l d 
be m a d e b y p l a c e m e n t w i t h B r i t i s h i n s t i t u t i o n s r a t h e r t h a n by o p e n 
o f f e r s o f s a l e w h i c h w o u l d b r i n g i n f o r e i g n b u y e r s . It w o u l d t h e r e f o r e 
be b e t t e r to a i m at a l o n g l i s t o f p o s s i b l e a s s e t s , f r o m w h i c h a 
t a c t i c a l c h o i c e c o u l d b e m a d e d u r i n g the y e a r . I f l e g i s l a t i o n was 
n e e d e d to f a c i l i t a t e s o m e of t h e s e s a l e s , a n o m n i b u s B i l l m i g h t be 
b rough t i n at a n e a r l y s t age . A s a s e p a r a t e e x e r c i s e , the C h i e f 
S e c r e t a r y , T r e a s u r y , h a d a l r e a d y se t i n h a n d a r e v i e w o f m e a n s o f 
d i s p o s i n g o f p u b l i c s e c t o r l a n d . T h i ^ w o u l d i n c l u d e the q u e s t i o n o f 
" C r i c h e l D o w n r u l e s " w h i c h at p r e s e n t i n h i b i t e d q u i c k s a l e s . 
S i m i l a r l y , i t was i m p o r t a n t that the s a l e o f c o u n c i l h o u s e s s h o u l d b e 
f a c i l i t a t e d b y m a k i n g a v a i l a b l e f r o m C i t y s o u r c e s funds to t e n a n t s 
who w i s h e d to p u r c h a s e t h e i r o w n h o u s e s . T h i s w o u l d r e q u i r e 
c o - o p e r a t i o n b e tween the T r e a s u r y , the B a n k o f E n g l a n d a n d C i t y 
i n s t i t u t i o n s . 

In f u r t h e r d i s c u s s i o n o f the C o n t i n g e n c y R e s e r v e , i t was p o i n t e d out 
that the s i z e o f t h e R e s e r v e c o u l d not be f i n a l l y d e t e r m i n e d u n t i l 
d e c i s i o n s h a d b e e n t a k e n o n i m p r o v e m e n t s i n s o c i a l s e c u r i t y b ene f i t s 
d u r i n g the r e s t o f t h e y e a r . T h e M i n i s t e r s c o n c e r n e d w e r e a l r e a d y 
engaged i n d i s c u s s i o n s o n t h e s e p o i n t s . 

T H  E P R I M E M I N I S T E R , s u m m i n g up the d i s c u s s i o n , s a i d that t h e 
C a b i n e t a g r e e d o n t h e u r g e n t n e e d f o r i m m e d i a t e r e d u c t i o n s i n p u b l i c 
e x p e n d i t u r e i n 1979 -80 w h i c h w o u l d g i v e the C h a n c e l l o r o f the 
E x c h e q u e r the m a x i m u m r o o m f o r m a n o e u v r e i n f o r m u l a t i n g h i s 
B u d g e t . T h e a i m s h o u l d be to s e e k s a v i n g s i n 1 9 7 9 - 8 0 s o m e 
£500 m i l l i o n o r £600 m i l l i o n g r e a t e r t h a n t h o s e se t out i n the A n n e x 
to C (79 ) 4 . T o t h i s end , the C h i e f S e c r e t a r y , T r e a s u r y , s h o u l d 
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f o r m u l a t e t a r g e t s f o r r e d u c t i o n s i n e x p e n d i t u r e f o r e a c h 
D e p a r t m e n t a l p r o g r a m m e , a n d s h o u l d d i s c u s s t h e s e b i l a t e r a l l y w i t h 
the M i n i s t e r s c o n c e r n e d . H e s h o u l d r e p o r t t h e r e s u l t s o f h i s 
d i s c u s s i o n s to t h e C a b i n e t f o r a p p r o v a l at t h e m e e t i n g o n 31 M a y . 
T h e S e c r e t a r y o f S ta te f o r t h e E n v i r o n m e n t , i n c o n s u l t a t i o n w i t h 
the S e c r e t a r y o f S ta te f o r S c o t l a n d a n d t h e S e c r e t a r y o f S tate f o r 
W a l e s , a n d t h e C h i e f S e c r e t a r y , T r e a s u r y , s h o u l d a i m at a 
r e d u c t i o n o f at l e a s t £300 m i l l i o n i n the R a t e S u p p o r t G r a n t f o r 
1979 -80 b e f o r e a l l o w i n g f o r a n y o f f se t to the t e a c h e r s 1 p a y 
s e t t l e m e n t to be d i s c u s s e d l a t e r i n the m e e t i n g . T h e C h i e f 
S e c r e t a r y , T r e a s u r y , s h o u l d se t i n h a n d a r e v i e w o f t h e s c o p e f o r 
s e l l i n g a s s e t s w i t h the a i m o f r e a l i s i n g a t l e a s t £1, 000 m i l l i o n i n 
1 9 7 9 - 8 0 . In c o n s u l t a t i o n w i t h the o t h e r M i n i s t e r s c o n c e r n e d a n d 
w i th the C h a n c e l l o r o f the D u c h y o f L a n c a s t e r , he s h o u l d c o n s i d e r 
w h e t h e r l e g i s l a t i o n m i g h t be n e e d e d i n o r d e r to r e m o v e o b s t a c l e s to 
the s a l e o f s o m e o f the a s s e t s c o n c e r n e d . T h e C h i e f S e c r e t a r y , 
T r e a s u r y , s h o u l d m a k e d e f i n i t e p r o p o s a l s f o r the s i z e o f t h e 
C o n t i n g e n c y R e s e r v e f o r t h e r e m a i n d e r o f 1 9 7 9 - 8 0 i n t h e l i g h t o f 
the d e c i s i o n s s h o r t l y t o be t a k e n about s o c i a l s e c u r i t y u p r a t i n g . 
T h e C a b i n e t a g r e e d that t h e R e s e r v e t h u s e s t a b l i s h e d s h o u l d be 
f i r m l y m a i n t a i n e d f o r the r e s t o f t h e y e a r . It f o l l o w e d tha t i f t h e 
C h i e f S e c r e t a r y , T i e a s u r y , w a s u n a b l e to a c c e p t a n y c l a i m o n the 
R e s e r v e i n b i l a t e r a l d i s c u s s i o n s o r a t m e e t i n g s o f C a b i n e t 
C o m m i t t e e s , h e s h o u l d a r r a n g e f o r t h e i s s u e s to b e b r o u g h t to the 
C a b i n e t f o r d e c i s i o n . 

T h e C a b i n e t -

T o o k no te , w i t h a p p r o v a l , o f the s u m m i n g u p 


o f t h e i r d i s c u s s i o n b y t h e P r i m e M i n i s t e r , 


5. T h e C a b i n e t h a d b e f o r e t h e m a m e m o r a n d u m (C (79 ) 5) b y the 
C h i e f S e c r e t a r y , T r e a s u r y , about c a s h l i m i t s f o r 1 9 7 9 - 8 0 . 

T H E C H I E F S E C R E T A R Y , T R E A S U R Y , s a i d tha t i t w a s e s s e n t i a l 
to m a i n t a i n the c r e d i b i l i t y o f t h e c a s h l i m i t s s y s t e m a s a n i m p o r t a n t 
p a r t o f the G o v e r n m e n t ' s o v e r a l l e c o n o m i c s t r a t e g y . T h e m e a s u r e s 
he p r o p o s e d w e r e t h e r e f o r e t o u g h but r e a l i s t i c . T h e c a s h l i m i t s set 
by t h e p r e v i o u s G o v e r n m e n t h a d a l l o w e d f o r p r i c e i n c r e a s e s , o n the 
goods a n d s e r v i c e s p u r c h a s e d b y G o v e r n m e n t , o f a p p r o x i m a t e l y 
8-1 p e r c e n t : the o u t t u r n was l i k e l y to p r o v e h i g h e r t h a n t h i s , but h e 
p r o p o s e d tha t D e p a r t m e n t s s h o u l d a b s o r b t h e a d d i t i o n a l c o s t w i thout 
a n y i n c r e a s e i n c a s h l i m i t s . T h e c a s h l i m i t s f o r p a y i t e m s , 
h o w e v e r , h a d a l l o w e d o n l y f o r a p p r o x i m a t e l y 5 p e r c e n t i n c r e a s e s 
d u r i n g the y e a r , a n d t h i s wa s n o w q u i t e u n r e a l i s t i c . H e t h e r e f o r e 
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p r o p o s e d to adapt c a s h l i m i t s to a c c o m m o d a t e the l i k e l y o u t t u r n , 
aba ted b y a n a m o u n t , b e t w e e n 3 a n d 5 p e r c en t , w h i c h was the 
sub jec t o f a s e p a r a t e p a p e r f r o m the L o r d P r e s i d e n t o f the C o u n c i l 
(C(79) 7 ) . T h e c o m b i n e d e f fect o f t h e r e two m e a s u r e s w o u l d be a 
n o t i o n a l s a v i n g o f about £1, 000 m i l l i o n , w h i c h w o u l d i m p o s e a 
c o n s i d e r a b l e d i s c i p l i n e u p o n D e p a r t m e n t a l s p e n d i n g . 

In d i s c u s s i o n , i t was s u g g e s t e d that w h i l e M i n i s t e r s w o u l d do 
e v e r y t h i n g t h e y c o u l d to l i v e w i t h i n t h e l i m i t s s u g g e s t e d by the 
C h i e f S e c r e t a r y , T r e a s u r y , t h e r e w e r e a n u m b e r o f p a r t i c u l a r 
p r o b l e m a r e a s . T h e p r e v i o u s G o v e r n m e n t h a d se t c a s h f i g u r e s 
f o r the d e f e n c e budget w h i c h u n d e r - p r o v i d e d f o r t h e p r o g r a m m e s to 
w h i c h t h e y r e l a t e d . A n e x t r a £100 m i l l i o n w o u l d b e n e e d e d to 
r e m e d y t h i s . B u t the d e f e n c e budget h a d b e e n g i v e n s p e c i a l l y 
g e n e r o u s t r e a t m e n t to a c c o m m o d a t e the c o s t o f t h e i n c r e a s e i n 
a r m e d f o r c e s p a y to w h i c h t h e G o v e r n m e n t was c o m m i t t e d . In 
r e t u r n , a s m a n y e c o n o m i e s a s p o s s i b l e s h o u l d b e f o u n d . T h e r e 
was a good d e a l o f w a s t e w i t h i n the d e f e n c e budget , p a r t i c u l a r l y i n 
the p r o c u r e m e n t a r e a . S i r D e r e k R a y n e r h a d a l r e a d y b e e n 
a p p o i n t e d to a d v i s e the G o v e r n m e n t o n w a s t e a n d the M i n i s t r y o f 
D e f e n c e w o u l d be o n e o f h i s t a r g e t a r e a s . H o w e v e r the s a v i n g s 
a v a i l a b l e i n the f i r s t y e a r m i g h t no t be s u f f i c i e n t to o f f se t the 
a d d i t i o n a l c o s t s o f m e e t i n g e x i s t i n g c o m m i t m e n t s . M i n i s t e r s m i g h t 
h a v e to c o n s i d e r the c a s e f o r s p e c i a l t r e a t m e n t , but t h i s s h o u l d t a k e 
the f o r m o f a n i n c r e a s e i n t h e a l l o c a t i o n f o r t h e d e f e n c e budget , a n d 
not o f e x e m p t i o n f r o m the d i s c i p l i n e o f c a s h l i m i t s . 

In f u r t h e r d i s c u s s i o n , i t was p o i n t e d out tha t t h e r e d u c t i o n s p r o p o s e d 
f o r t h e N a t i o n a l H e a l t h S e r v i c e w o u l d i m p l y a cut i n v o l u m e t e r m s o f 
1 p e r cent , c o m p a r e d w i th c a s h i n c r e a s e s o f 13 o r 14 p e r c e n t . W h i l e 
t h i s was a c c e p t a b l e to the M i n i s t e r s c o n c e r n e d , t h i s r e d u c t i o n w o u l d 
be c o n t r a s t e d w i t h the p r o m i s e s m a d e by the G o v e r n m e n t w h e n i n 
o p p o s i t i o n . It was a l s o s u g g e s t e d tha t the t r e a t m e n t o f r e s e a r c h 
c o u n c i l s n e e d e d f u r t h e r c o n s i d e r a t i o n : i t m i g h t b e b e t t e r to t r e a t 
t h e m i n the s a m e way a s u n i v e r s i t i e s , r a t h e r t h a n a s f r i n g e b o d i e s . 
It was a l s o a r g u e d tha t b i g p r i c e i n c r e a s e s f o r the n a t i o n a l i s e d 
i n d u s t r i e s w o u l d b e n e e d e d i n o r d e r to m a i n t a i n e x i s t i n g c a s h l i m i t s . 
P r o p o s a l s f o r p r i c e i n c r e a s e s i n g a s , e l e c t r i c i t y a n d c o a l w e r e 
a l r e a d y u n d e r c o n s i d e r a t i o n . T h e p r o b l e m i n the c o a l i n d u s t r y was 
p a r t i c u l a r l y a c u t e , b e c a u s e i t was c l e a r that , w i thout f u r t h e r 
m e a s u r e s , i t w o u l d e x c e e d i t s p r e s e n t c a s h l i m i t s b y a t l e a s t 
£250 m i l l i o n i n the c u r r e n t y e a r . T h e r i g h t c o u r s e m i g h t be to 
seek v e r y l a r g e p r i c e i n c r e a s e s i m m e d i a t e l y , a n d a t t r i b u t e t h i s to 
the i n e f f i c i e n c y o f t h e i n d u s t r y . B u t the p r e v i o u s G o v e r n m e n t ' s 
p o l i c y o f r e f u s i n g p e r m i s s i o n f o r p i t c l o s u r e s , a n d e n c o u r a g i n g 
e x t r a c o a l b u r n i n p o w e r s t a t i o n s to s a v e o i l , h a d a l s o c o n t r i b u t e d 
to the p r o b l e m . E a r l y M i n i s t e r i a l d i s c u s s i o n o f the p r o b l e m s o f 
the c o a l i n d u s t r y was n e c e s s a r y . 
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T H E P R I M E M I N I S T E R , s u m m i n g up the d i s c u s s i o n , s a i d that the 
C a b i n e t a g r e e d o n the n e e d to m a i n t a i n t h e i n t e g r i t y o f the c a s h 
l i m i t s s y s t e m . No i n c r e a s e s i n c a s h l i m i t s w o u l d b e m a d e i n o r d e r 
to a c c o m m o d a t e i n c r e a s e s i n the p r i c e s o f goods a n d s e r v i c e s 
p u r c h a s e d by G o v e r n m e n t . If a d d i t i o n a l r e s o u r c e s w e r e n e e d e d f o r 
the de f ence o r f o r the l a w a n d o r d e r p r o g r a m m e s , e a c h s h o u l d be 
s e p a r a t e l y c o n s i d e r e d b y the a p p r o p r i a t e c o m m i t t e e s a s i n c r e a s e s 
i n the p u b l i c e x p e n d i t u r e a l l o c a t i o n f o r the y e a r , a n d not a s 
e x c e p t i o n s to the c a s h l i m i t s p o l i c y . C a s h l i m i t s o n the R a t e 
S u p p o r t G r a n t f o r 1979 -80 s h o u l d b e a d j u s t e d i n t h e l i g h t o f d i s c u s s i o n 
of the p r e v i o u s i t e m a n d o f t h e d e c i s i o n s t h e C a b i n e t w o u l d t ake l a t e r 
i n the m e e t i n g o n t e a c h e r s ' p a y . C a s h l i m i t s f o r u n i v e r s i t i e s a n d 
the N a t i o n a l H e a l t h S e r v i c e s h o u l d b e d e a l t w i t h o n t h e b a s i s d e c i d e d 
by t h e p r e v i o u s G o v e r n m e n t . T h e c a s h l i m i t s f o r f r i n g e b o d i e s 
s h o u l d f o l l o w the t r e a t m e n t t o be a g r e e d u n d e r t h e nex t i t e m of t h e 
a genda f o r the C i v i l S e r v i c e . T h e M i n i s t e r s c o n c e r n e d s h o u l d t e l l 
t he n a t i o n a l i s e d i n d u s t r i e s tha t t h e y w e r e e x p e c t e d to o b s e r v e t h e 
p u b l i s h e d c a s h l i m i t s o n e x t e r n a l f i n a n c i n g r e q u i r e m e n t s , a n d s h o u l d 
m a k e t h e n e c e s s a r y a d j u s t m e n t s to t h e i r p r i c e s a s w e l l a s o t h e r 
o f f s e t t ing a c t i o n . T h e S e c r e t a r y o f S ta te f o r E n e r g y s h o u l d 
c i r c u l a t e a n e a r l y p a p e r to t h e M i n i s t e r i a l C o m m i t t e e o n E c o n o m i c 
S t r a t e g y about t h e p a r t i c u l a r p r o b l e m of the c o a l i n d u s t r y . 

T h e C a b i n e t -

T o o k note , w i t h a p p r o v a l , o f the s u m m i n g up 


o f t h e i r d i s c u s s i o n by the P r i m e M i n i s t e r a n d 


i n v i t e d t h e M i n i s t e r s c o n c e r n e d to p r o c e e d 


a c c o r d i n g l y . 


6. T h e C a b i n e t ' s d i s c u s s i o n a n d the c o n c l u s i o n s r e a c h e d a r e 
r e c o r d e d s e p a r a t e l y . 
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7. T h e C a b i n e t h a d b e f o r e t h e m a m e m o r a n d u m by the S e c r e t a r y o f 
State f o r E m p l o y m e n t (C (79) 6) s e t t i n g out a n u m b e r o f p r o p o s a l s a i m e d 
at c r e a t i n g a c l i m a t e f o r r e s p o n s i b l e c o l l e c t i v e b a r g a i n i n g . 

T H E P R I M E M I N I S T E R s a i d that the m e m o r a n d u m by the S e c r e t a r y o f 
State f o r E m p l o y m e n t r a i s e d a n u m b e r o f i m p o r t a n t i s s u e s about p a y 
m a t t e r s a n d the G o v e r n m e n t ' s a p p r o a c h to t h e m . It was d e s i r a b l e , 
h o w e v e r , that b e f o r e c o n s i d e r i n g these they s h o u l d a l s o have b e f o r e 
t h e m a m e m o r a n d u m b y the C h a n c e l l o r o f the E x c h e q u e r , a s the 
M i n i s t e r w i th the c e n t r a l r e s p o n s i b i l i t i e s i n these m a t t e r s . In v i e w o f 
th i s and the o t h e r i t e m s o n the agenda w h i c h i t wa s e s s e n t i a l to d i s c u s s 
that m o r n i n g , d i s c u s s i o n on the S e c r e t a r y o f State f o r E m p l o y m e n t ' s 
m e m o r a n d u m s h o u l d be d e f e r r e d f o r l a t e r c o n s i d e r a t i o n i n the 
M i n i s t e r i a l C o m m i t t e e on E c o n o m i c S t r a t e g y . 

T h e C a b i n e t -

T o o k n o t e . 

8. T h e C a b i n e t c o n s i d e r e d a j o i n t m e m o r a n d u m b y the C h a n c e l l o r 
of the E x c h e q u e r a n d the S e c r e t a r y o f State f o r E m p l o y m e n t (C (79 ) 3) 
about the w o r k of the S t and ing C o m m i s s i o n on P a y C o m p a r a b i l i t y . 

T H E C H A N C E L L O R O F T H E E X C H E Q U E R s a i d that the G o v e r n m e n t 
n e e d e d q u i c k l y to d e t e r m i n e t h e i r a t t i tude t o w a r d s the S t and ing 
C o m m i s s i o n on P a y C o m p a r a b i l i t y b o t h as r e g a r d s i t s c o n t i n u e d 
e x i s t e n c e a n d the w o r k w i t h w h i c h i t wa s c h a r g e d b y the p r e v i o u s 
A d m i n i s t r a t i o n . T h e r e s e e m e d l i t t l e c h o i c e but to a c c e p t the e x i s t e n c e 
of the C o m m i s s i o n f o r the p u r p o s e o f d e a l i n g w i t h those c a s e s w h i c h h a d 
a l r e a d y b e e n r e f e r r e d to i t . B u t he r e c o m m e n d e d that the G o v e r n m e n t 
s h o u l d r e s e r v e j u d g m e n t o n the l o n g - t e r m fu tu re of the C o m m i s s i o n 
u n t i l t hey c o u l d r e v i e w the r e s u l t s of i t s i m m e d i a t e w o r k . T h e y s h o u l d 
a l l o w the C o m m i s s i o n to c o m p l e t e t h i s w o r k o n the b a s i s o f the t e r m s of 
r e f e r e n c e e s t a b l i s h e d f o r the i n d i v i d u a l c a s e s . T h e G o v e r n m e n t s h o u l d 
s u b m i t as s o o n a s p o s s i b l e g e n e r a l e v i d e n c e to the C o m m i s s i o n on the 
way they thought i t s h o u l d c o n d u c t i t s w o r k . A d r a f t f o r t h i s p u r p o s e , 
p r e p a r e d b y o f f i c i a l s , was a n n e x e d to h i s n o t e . He w o u l d w i s h to see i t 
s t r e n g t h e n e d i n s o m e r e s p e c t s and w o u l d be g l a d to r e c e i v e c o m m e n t s 
f r o m c o l l e a g u e s . H e r e c o m m e n d e d that the e v i d e n c e s h o u l d be 
p u b l i s h e d at the s a m e t i m e a s i t went to the C o m m i s s i o n . H e i n v i t e d 
the C a b i n e t a l s o to a g r e e that two o u t s t a n d i n g c a s e s - l o c a l a u t h o r i t y 
c r a f t s m e n and B r i t i s h W a t e r w a y s B o a r d (BWB-) staf f - w h e r e t e r m s o f 
r e f e r e n c e h a d a l r e a d y b e e n a g r e e d b e t w e e n the p a r t i e s s h o u l d be 
r e f e r r e d to the C o m m i s s i o n , w i thout p r e j u d i c e to the G o v e r n m e n t s v i e w 
on i t s l o n g e r - t e r m r o l e . H e i n v i t e d C a b i n e t a l s o to c o n s i d e r w h e t h e r 
the e x i s t i n g m e m b e r s h i p o f the C o m m i s s i o n s h o u l d be s t r e n g t h e n e d . 
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T H E P R I M E M I N I S T E R , s u m m i n g up a b r i e f d i s c u s s i o n , s a i d that the 
C a b i n e t w e r e a g r e e d that the S t and ing C o m m i s s i o n o n P a y C o m p a r a b i l i t y 
s h o u l d be a l l o w e d to c o m p l e t e the w o r k w i th w h i c h i t h a d a l r e a d y b e e n 
c h a r g e d on the b a s i s a g r e e d by the p r e v i o u s A d m i n i s t r a t i o n . T h e y a l s o 
a g r e e d that the two g r o u p s f o r w h o m r e f e r e n c e s h a d a l r e a d y b e e n a g r e e d 
b e tween the p a r t i e s - l o c a l a u t h o r i t y c r a f t s m e n a n d B W B sta f f - c o u l d go 
a h e a d , sub j e c t o n l y to the r e s e r v a t i o n that the S e c r e t a r y o f State f o r the 
E n v i r o n m e n t s h o u l d c l e a r the r e s p e c t i v e t e r m s o f r e f e r e n c e w i th the 
C h i e f S e c r e t a r y , T r e a s u r y , and the S e c r e t a r y o f State f o r E m p l o y m e n t 
b e f o r e r e f e r r i n g t h e m to the C o m m i s s i o n . T h e C a b i n e t h a d n o t e d that 
the B W B w a s , i n s o m e r e s p e c t s , a t r a d i n g o r g a n i s a t i o n . T h e S t a n d i n g 
C o m m i s s i o n was no t i n t e n d e d to d e a l w i t h p a y i n t r a d i n g o r g a n i s a t i o n s 
a n d r e f e r e n c e i n t h i s c a s e was not to be r e g a r d e d as a p r e c e d e n t o n w h i c h 
o the r t r a d i n g o r g a n i s a t i o n s c o u l d b a s e c l a i m s fo r s i m i l a r t r e a t m e n t . 
T h e C a b i n e t h a d a l l o w e d t h i s r e f e r e n c e s i m p l y b e c a u s e of the stage 
r e a c h e d i n n e g o t i a t i o n . T h e y a g r e e d that w h i l s t the m e m b e r s h i p o f the 
C o m m i s s i o n was not e n t i r e l y s a t i s f a c t o r y i t w o u l d be u n d e s i r a b l e to a d d 
n e w m e m b e r s at t h i s s tage a s to do so c o u l d be s e e n a s i m p l y i n g 
G o v e r n m e n t s u p p o r t f o r a n ongo ing r o l e f o r the C o m m i s s i o n . O n th i s 
q u e s t i o n the C a b i n e t w i s h e d to r e s e r v e t h e i r j u d g m e n t u n t i l the r e s u l t s 
o f the i m m e d i a t e w o r k b e f o r e the C o m m i s s i o n was c o m p l e t e d - at w h i c h 
stage i t w o u l d be p o s s i b l e a g a i n to c o n s i d e r the q u e s t i o n o f a d d i t i o n a l 
m e m b e r s h i p . T h e C a b i n e t a g r e e d that i t w a s d e s i r a b l e to s u b m i t a s 
s oon as p o s s i b l e the G o v e r n m e n t s g e n e r a l e v i d e n c e to the C o m m i s s i o n . 
T h e y w o u l d w i s h to see the d r a f t a n n e x e d to C (79 ) 3 s t r e n g t h e n e d i n s o m e 
r e s p e c t s , f o r e x a m p l e i n the p a s s a g e s d e a l i n g w i t h m a n n i n g a n d 
p r o d u c t i v i t y . C o l l e a g u e s s h o u l d s u b m i t c o m m e n t s to the C h a n c e l l o r o f 
the E x c h e q u e r by M o n d a y 21 M a y . T h e C h a n c e l l o r o f the E x c h e q u e r 
s h o u l d t h e n c i r c u l a t e a r e v i s e d v e r s i o n f o r c l e a r a n c e i n c o r r e s p o n d e n c e 
b e f o r e s u b m i s s i o n to the C o m m i s s i o n a n d p u b l i c a t i o n . 

T h e C a b i n e t -

T o o k n o t e , w i t h a p p r o v a l , o f the P r i m e M i n i s t e r ' s 
s u m m i n g u p o f t h e i r d i s c u s s i o n and i n v i t e d the 
C h a n c e l l o r o f the E x c h e q u e r to be g u i d e d a c c o r d i n g l y . 

9. T h e C a b i n e t c o n s i d e r e d a m e m o r a n d u m b y the S e c r e t a r y of State 
f o r E d u c a t i o n a n d S c i e n c e (C (79) 8) about the h a n d l i n g o f n e g o t i a t i o n s o n 
t e a c h e r s ' p a y . 

T H E S E C R E T A R Y O F S T A T E F O R E D U C A T I O N A N D S C I E N C E s a i d that , 
at the m e e t i n g of the M i n i s t e r i a l C o m m i t t e e on E c o n o m i c S t r a t e g y on 
14 M a y , i t h a d b e e n a g r e e d that r e f e r e n c e o f t e a c h e r s ' p a y to the 
S tand ing C o m m i s s i o n o n P a y C o m p a r a b i l i t y was a p r e f e r a b l e a l t e r n a t i v e 
to a r b i t r a t i o n , p r o v i d e d the t e r m s of r e f e r e n c e c o u l d be s t r e n g t h e n e d on 
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l i n e s a g r e e d i n d i s c u s s i o n . H e h a d b e e n a s k e d to s o u n d out the l e a d e r s 
of the M a n a g e m e n t and T e a c h e r s ' P a n e l s o f the B u r n h a m C o m m i t t e e o n 
the a c c e p t a b i l i t y of these c h a n g e s and the p r o s p e c t s o f ge t t ing a g r e e m e n t 
to a r e f e r e n c e to the C o m m i s s i o n . T h e o u t c o m e a n d p r o s p e c t s w e r e 
d e s c r i b e d i n h i s m e m o r a n d u m C (79 ) 8. T h e M a n a g e m e n t P a n e l w e r e 
content w i th the a m e n d m e n t s p r o p o s e d to the t e r m s of r e f e r e n c e a n d s t i l l 
a g r e e d that a r e f e r e n c e to the C o m m i s s i o n w o u l d be the b e s t o u t c o m e . 
T h e l e a d e r o f the T e a c h e r s ' P a n e l h a d e m p h a s i s e d the d i f f i c u l t y he s aw 
i n p e r s u a d i n g h i s P a n e l to take the s a m e v i e w but h a d not r u l e d out the 
p o s s i b i l i t y . He r e c o m m e n d e d a c c o r d i n g l y that r e f e r e n c e to the 
C o m m i s s i o n s h o u l d r e m a i n the G o v e r n m e n t s o b j e c t i v e a n d tha t t h e i r 
s p o k e s m a n on B u r n h a m s h o u l d put the r e v i s e d t e r m s of r e f e r e n c e to the 
C h a i r m a n of the B u r n h a m C o m m i t t e e i n the n e g o t i a t i o n s o n the f o l l o w i n g 
day . H i s m e m o r a n d u m r e c o m m e n d e d i n p a r a g r a p h 3 a m i n o r t e c h n i c a l 
a m e n d m e n t w h i c h n e e d e d to be m a d e to the t e r m s o f r e f e r e n c e to a v o i d 
u n n e c e s s a r y c o m p l i c a t i o n s . T h e t e a c h e r s w e r e b o u n d to r e g a r d the 
a m e n d m e n t s to the t e r m s of r e f e r e n c e a g r e e d e a r l i e r a s a l o s s to t h e m 
w h i c h s h o u l d be c o m p e n s a t e d by s o m e f u r t h e r c o n c e s s i o n s e l s e w h e r e i n 
the M a n a g e m e n t P a n e l ' s o f f e r . H i s p a p e r se t out i n p a r a g r a p h 4 the 
m i n i m u m e l e m e n t s w h i c h i n h i s j u d g m e n t a r e v i s e d o f f e r w o u l d n e e d to 
c o n t a i n i f t h e r e was to be any p r o s p e c t o f the t e a c h e r s a g r e e i n g to a 
c o m p a r a b i l i t y s tudy . T h e i n c r e a s e o n r a t e s to 9 . 3 p e r cen t o v e r a l l was 
on l y a m i n o r c o n c e s s i o n w h i c h w o u l d enab l e d e s i r a b l e s t r u c t u r a l c h a n g e s 
to be a c h i e v e d ; the p a y m e n t on a c c o u n t was no m o r e t h a n h a d b e e n 
o f f e r ed to o t h e r p u b l i c s e r v i c e g r o u p s a n d s h o u l d i n any c a s e i n v o l v e no 
net c o s t b e c a u s e of the " c l a w - b a c k " c o n d i t i o n . T h e i m p r o v e m e n t 
p r o p o s e d o n the s t a g i n g s t i l l l e f t the t e a c h e r s w i th l e s s a t t r a c t i v e 
a r r a n g e m e n t s t h a n o t h e r p u b l i c s e c t o r g r o u p s h a d a l r e a d y a c h i e v e d . 
T h e p r o p o s a l to g i ve a n u n d e r t a k i n g o f R a t e S u p p o r t G r a n t ( R S G ) f o r 
e x p e n d i t u r e a r i s i n g i n 1 9 7 9 - 8 0 f r o m the s e t t l e m e n t was the k e y p o i n t 
without w h i c h the M a n a g e m e n t P a n e l , i n h i s v i e w , w o u l d f e e l unab l e to 
m o v e . T h e C a b i n e t ' s d e c i s i o n e a r l i e r i n the m e e t i n g o n c a s h l i m i t s a n d 
p u b l i c e x p e n d i t u r e (C (79 ) 5 a n d 4) h a d b e e n that the G o v e r n m e n t s h o u l d 
t r e a t a l l l o c a l a u t h o r i t y s e t t l e m e n t s a l i k e f o r the p u r p o s e s o f R S G but 
shou ld s eek to m a k e e c o n o m i e s to o f f se t the c o s t to c e n t r a l G o v e r n m e n t 
of h i g h e r s e t t l e m e n t s t h r o u g h a n a p p r o p r i a t e r e d u c t i o n i n the s i z e o f the 
I n c r e a s e O r d e r to be f i x e d l a t e r that y e a r . In the l i g h t o f tha t d e c i s i o n 
he sought a u t h o r i t y to t e l l the M a n a g e m e n t P a n e l that they c o u l d have a n 
a s s u r a n c e of R S G s u p p o r t f o r the i m p r o v e d o f f e r . It wa s n e c e s s a r y a l s o 
to c o n s i d e r the a l t e r n a t i v e o f a r b i t r a t i o n s h o u l d i t p r o v e i m p o s s i b l e to 
r e a c h a g r e e m e n t o n a r e f e r e n c e to the C o m m i s s i o n . T h e l o c a l a u t h o r i t y 
l e a d e r s w e r e s t r o n g l y o f the v i e w that they n e e d e d to m a k e a s u b s t a n t i v e 
r e s p o n s e to the f u l l c l a i m f r o m the t e a c h e r s b e f o r e the m a t t e r c o u l d be 
r e f e r r e d to a r b i t r a t i o n i n o r d e r to h a v e a c r e d i b l e p o s t u r e at a r b i t r a t i o n . 
Such a r e s p o n s e w o u l d m o s t p r o b a b l y have to i n c l u d e 9 . 3 p e r cen t f r o m 
1 A p r i l 1979 and p a y m e n t o n a c c o u n t , c o u p l e d w i t h s t a g i n g o n the s a m e 
l i n e s a s he h a d p r o p o s e d i n r e l a t i o n to a c o m p a r a b i l i t y s tudy . T h e r e 
was a l s o g e n e r a l a g r e e m e n t w i t h i n the M a n a g e m e n t P a n e l tha t a t o t a l 
o f fer o v e r a l l s t a ge s m i g h t have to a d d u p to about 25 p e r c e n t though 
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v i e w s v a r i e d on the s i z e o f the f i r s t p a y m e n t f r o m 1 A p r i l 1979. H e 
sought the a d v i c e of c o l l e a g u e s on the l e v e l o f o f f e r w h i c h the 
G o v e r n m e n t s p o k e s m a n m i g h t be a u t h o r i s e d to a l l o w i n o r d e r to enab l e 
the M a n a g e m e n t P a n e l to m a k e a s u b s t a n t i v e r e s p o n s e to the t e a c h e r s ' 
c l a i m s . 

T H E S E C R E T A R Y O F S T A T E F O R S C O T L A N D s a i d that the C h a i r m a n of 
the M a n a g e m e n t P a n e l i n S c o t l a n d c o n s i d e r e d the r e v i s e d t e r m s of 
r e f e r e n c e w e r e a c c e p t a b l e a n d t h e r e was a f a i r p r o s p e c t o f g e t t i ng 
a g r e e m e n t to a r e f e r e n c e to the S t and ing C o m m i s s i o n i f a n o f f e r o f 
9. 3 p e r cent p l u s a p a y m e n t o n a c c o u n t c o u l d be m a d e . T h e 
M a n a g e m e n t P a n e l i n S c o t l a n d s e e m e d to a t t a c h l e s s i m p o r t a n c e to 
g u a r a n t e e s on R S G . 

In d i s c u s s i o n t h e r e was g e n e r a l a g r e e m e n t that a r e f e r e n c e to the 
Standing C o m m i s s i o n was p r e f e r a b l e to a r b i t r a t i o n p r o v i d e d the t e a c h e r s 
a c c e p t e d the r e v i s e d t e r m s o f r e f e r e n c e , a s f u r t h e r a m e n d e d i n the 
m e m o r a n d u m by the S e c r e t a r y o f State f o r E d u c a t i o n a n d S c i e n c e . A 
d e c i s i v e f a c t o r f a v o u r i n g a r e f e r e n c e to the C o m m i s s i o n was that t h i s 
was the o n l y way of s e c u r i n g that t e a c h e r s ' c o n d i t i o n s o f s e r v i c e w e r e 
p r o p e r l y t a k e n in to a c c o u n t i n s e t t l i n g r e m u n e r a t i o n . B e c a u s e of t h i s 
and o the r s p e c i a l c i r c u m s t a n c e s o f the t e a c h e r s 1 c a s e a r e f e r e n c e to 
the C o m m i s s i o n s h o u l d not be r e g a r d e d a s a p r e c e d e n t f o r o t h e r g r o u p s . 
It was a g r e e d that , i n o r d e r to s e c u r e a r e f e r e n c e to the C o m m i s s i o n , 
s ome i m p r o v e m e n t i n the M a n a g e m e n t P a n e l ' s o f f e r c o u l d be a c c e p t e d . 
T h e s e c o u l d i n c l u d e b r i n g i n g the 9 p e r c en t i n c r e a s e o n r a t e s u p to 
9 . 3 p e r cent o v e r a l l ; s o m e p a y m e n t o n a c c o u n t , o n the s t r i c t u n d e r ­
s tand ing that i t w o u H be c l a w e d b a c k r e g a r d l e s s o f w h e t h e r the S t and ing 
C o m m i s s i o n r e c o m m e n d e d any f u r t h e r i n c r e a s e ; a n d i m p r o v e d s t a g i n g 
to J a n u a r y 1980 and J a n u a r y 1981; o r i f n e c e s s a r y , a d v a n c i n g the 
l a t t e r s tage to S e p t e m b e r 1980. B u t a n i m p r o v e d o f f e r on t h i s b a s i s 
shou ld o n l y be a g r e e d o n a " w i t h o u t p r e j u d i c e " b a s i s so that i t c o u l d be 
w i t h d r a w n i f a r e f e r e n c e to the C o m m i s s i o n w e r e no t m a d e . It wa s 
noted that , i n the e v e n t of the C o m m i s s i o n u n d e r t a k i n g a c o m p a r a b i l i t y 
study, i t s r e c o m m e n d a t i o n s w o u l d , b y l a w , have to be c o n s i d e r e d b y the 
B u r n h a m C o m m i t t e e a s t h e y h a d to m a k e the f i n a l s e t t l e m e n t . T h i s 
opened u p the p o s s i b i l i t y that the C o m m i s s i o n ^ r e c o m m e n d a t i o n s m i g h t 
s i m p l y be u s e d a s a b a s i s f o r f u r t h e r n e g o t i a t i o n s . It was a r g u e d that , 
to a v o i d t h i s , bo th p a r t i e s s h o u l d u n d e r t a k e i n a d v a n c e to a c c e p t the 
r e c o m m e n d a t i o n s of the C o m m i s s i o n so tha t s u b s e q u e n t n e g o t i a t i o n s i n 
B u r n h a m w o u l d be s i m p l y a f o r m a l i t y . O n the o t h e r h a n d i t was a r g u e d 
that the p a r t i e s m i g h t be u n w i l l i n g to m a k e t h i s c o m m i t m e n t a n d that i t 
was p e r h a p s u n n e c e s s a r y f o r the G o v e r n m e n t to p r e s s the p o i n t now. 
T h e G o v e r n m e n t h a d a v e t o i n B u r n h a m n e g o t i a t i o n s o v e r the q u a n t u m 
of any o f f e r a n d t h e y w o u l d be ab l e to e x e r c i s e i t s h o u l d the t e a c h e r s 
seek to e x p l o i t the S t a n d i n g C o m m i s s i o n f i n d i n g s i n t h i s way . 
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In f u r t h e r d i s c u s s i o n i t was a r g u e d that , i n the even t of a r e f e r e n c e to 
the C o m m i s s i o n not b e i n g a g r e e d , i t s h o u l d not be n e c e s s a r y f o r the 
M a n a g e m e n t P a n e l to i n c r e a s e t h e i r o f f e r o f 9 p e r cen t b e f o r e the 
C h a i r m a n of B u r n h a m c o u l d d e c i d e tha t n e g o t i a t i o n s h a d b r o k e n d o w n 
and that he s h o u l d r e f e r the m a t t e r to a r b i t r a t i o n . It w o u l d be qu i te 
w rong to a g r e e to a M a n a g e m e n t P a n e l o f f e r w h i c h m i g h t a d d u p i n t o t a l 
to a f i gu re a s h i g h a s 25 p e r cen t a s t h i s c o u l d f a t a l l y p r e j u d i c e the 
M a n a g e m e n t P a n e l ' s c a s e at a r b i t r a t i o n . It wa s a l s o a r g u e d that , i f no 
a g r e e m e n t c o u l d be r e a c h e d on a r e f e r e n c e to the C o m m i s s i o n , the 
G o v e r n m e n t s h o u l d be w i l l i n g to see s o m e i m p r o v e m e n t i n the 
M a n a g e m e n t P a n e l ' s p r e s e n t o f f e r i n a f i n a l b i d to get a n e g o t i a t e d 
s e t t l ement . B u t s u c h an o f f e r s h o u l d not i n v o l v e a n y s t a g i n g a n d s h o u l d 
be l i m i t e d to a m a x i m u m o f 12 p e r cen t p a y a b l e f r o m 1 A p r i l 1979. A n y 
s u c h of fer shou ld be on a w i thout p r e j u d i c e b a s i s and w i t h d r a w n i f a 
nego t i a t ed s e t t l e m e n t was not a c h i e v e d . 

In d i s c u s s i o n on R S G i t wajs s t r o n g l y a r g u e d that the G o v e r n m e n t c o u l d 
not g ive the M a n a g e m e n t P a n e l an a s s u r a n c e o n the l i n e r e c o m m e n d e d by 
the S e c r e t a r y of State f o r E d u c a t i o n a n d S c i e n c e . T h e t e a c h e r s ' c l a i m 
h a d m a s s i v e f i n a n c i a l i m p l i c a t i o n s c o s t i n g , i f m e t i n f u l l , o v e r 
£900 m i l l i o n . T h e G o v e r n m e n t c o u l d no t m e e t t h e i r n o r m a l 61 p e r c en t 
sha r e o f a t e a c h e r s ' s e t t l e m e n t on a n y t h i n g a p p r o a c h i n g that s c a l e . T h e 
C a b i n e t h a d d e c i d e d i n t h e i r e a r l i e r d i s c u s s i o n on p u b l i c e x p e n d i t u r e a n d 
c a s h l i m i t s that t h e r e w o u l d have to be a s u b s t a n t i a l o f f se t i n the s i z e o f 
the I n c r e a s e O r d e r l a t e r th i s y e a r f o r l o c a l g o v e r n m e n t e x p e n d i t u r e 
g e n e r a l l y . T h e s i z e o f t h i s o f f set w o u l d have to take a p p r o p r i a t e 
a c coun t of the c o s t o f the s e t t l e m e n t r e a c h e d f o r t e a c h e r s . T h e 
£300 m i l l i o n o f fset a g r e e d i n t h e i r e a r l i e r d i s c u s s i o n r e l a t e d to l o c a l 
a u t h o r i t y s e t t l e m e n t s a l r e a d y r e a c h e d a n d a f u r t h e r r e d u c t i o n w o u l d be 
n e c e s s a r y to take a c c o u n t of the t e a c h e r s ' s e t t l e m e n t . It w o u l d be 
d i s i n g e n u o u s and m i s l e a d i n g , g i v e n the G o v e r n m e n t ' s i n t e n t i o n to s e c u r e 
sub s t an t i a l e c o n o m i e s i n the I n c r e a s e O r d e r , to l e a d the M a n a g e m e n t 
P a n e l to th ink that t h e y w o u l d get f u l l R S G c o v e r f o r the t e a c h e r s ' 
s e t t l e m e n t . N e v e r t h e l e s s i t w o u l d be i m p o r t a n t i n e x p l a i n i n g the 
G o v e r n m e n t ' s p o s i t i o n to the M a n a g e m e n t P a n e l to a v o i d the i m p r e s s i o n 
that the t e a c h e r s w e r e b e i n g s i n g l e d out o r that the G o v e r n m e n t w i s h e d 
i n any way to i n t e r f e r e w i t h the f r e e d o m of l o c a l a u t h o r i t i e s to d e c i d e 
where e c o n o m i e s s h o u l d be m a d e , e i t h e r w i t h i n the e d u c a t i o n s e r v i c e s 
o r e l s e w h e r e . T h e l o c a l a u t h o r i t i e s s h o u l d u n d e r s t a n d that the o f f set 
to be m a d e f r o m the to ta l e x t r a s u p p o r t t h r o u g h the I n c r e a s e O r d e r 
r e p r e s e n t e d the c a r r y i n g t h r o u g h i n l o c a l g o v e r n m e n t o f the 
G o v e r n m e n t s s t a t ed i n t e n t i o n s of m a k i n g s u b s t a n t i a l e c o n o m i e s i n p u b l i c 
e x p e n d i t u r e g e n e r a l l y . 

T H E P R I M E M I N I S T E R , s u m m i n g up the d i s c u s s i o n , s a i d that the 
Cab ine t a g r e e d that the p r e f e r a b l e c o u r s e was f o r t e a c h e r s 1 p a y to be 
r e f e r r e d to the S t a n d i n g C o m m i s s i o n , p r o v i d e d that t h i s wa s o n the b a s i s 
of the r e v i s e d t e r m s of r e f e r e n c e p r o p o s e d by the S e c r e t a r y o f State f o r 
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E d u c a t i o n and S c i e n c e . A r e f e r e n c e was j u s t i f i e d a s the o n l y way of 
s e c u r i n g that t e a c h e r s ' c o n d i t i o n s of s e r v i c e w e r e t a k e n i n to a c c o u n t i n 
se t t l ing t h e i r r e m u n e r a t i o n . It was a c c o r d i n g l y not a p r e c e d e n t on 
w h i c h o t h e r g r o u p s s h o u l d be ab le to j u s t i f y c l a i m s to go to the 
C o m m i s s i o n . In o r d e r to i m p r o v e the p r o s p e c t s of ge t t ing a g r e e m e n t 
to r e f e r t e a c h e r s to the C o m m i s s i o n , the C a b i n e t w e r e w i l l i n g to see 
i m p r o v e m e n t s m a d e i n the M a n a g e m e n t P a n e l ' s o f f e r . T h e s e c o u l d 
c o v e r s t r u c t u r a l c h a n g e s w h i c h w o u l d b r i n g the i n c r e a s e on p a y r a t e s 
up to 9. 3 p e r cent ; a p a y m e n t o n a c c o u n t f o r those e a r n i n g up to £5 , 000 
a y e a r on the b a s i s that , w h a t e v e r the o u t c o m e of the c o m p a r a b i l i t y s tudy , 
the f u l l a m o u n t p a i d on a c c o u n t wou ld be c l a w e d b a c k ; a n d w i t h the 
b a l a n c e , i f any , o f the s e t t l e m e n t p a i d e i t h e r i n J a n u a r y 1980 and 
J a n u a r y 1981 o r , i f n e c e s s a r y , i n J a n u a r y and S e p t e m b e r 1980 . B u t the 
G o v e r n m e n t s p o k e s m a n o n the M a n a g e m e n t P a n e l s h o u l d m a k e i t c l e a r 
that these i m p r o v e m e n t s w e r e to be o f f e r e d o n a " w i t h o u t p r e j u d i c e " 
b a s i s and s h o u l d be w i t h d r a w n i f a g r e e m e n t on a r e f e r e n c e to the 
C o m m i s s i o n c o u l d not be r e a c h e d . In tha t event the C a b i n e t a c c e p t e d 
that, on b a l a n c e , i t wou ld be a c c e p t a b l e , i n o r d e r to t r y to r e a c h a 
nego t i a t ed s e t t l e m e n t , f o r the G o v e r n m e n t s p o k e s m a n to a g r e e to the 
M a n a g e m e n t P a n e l i n c r e a s i n g t h e i r o f f e r f r o m 9 p e r c en t u p to a c e i l i n g 
of 12 p e r cen t , a g a i n c l e a r l y on a " w i t h o u t p r e j u d i c e " b a s i s so that the 
of fer was no t l e f t o n the tab le i f n e g o t i a t i o n s w e r e to b r e a k d o w n a n d 
the t e a c h e r s ' c l a i m went to a r b i t r a t i o n . T h e C a b i n e t w e r e a g r e e d that 
the re c o u l d be no q u e s t i o n o f g i v i n g the M a n a g e m e n t P a n e l a n 
u n c o n d i t i o n a l a s s u r a n c e that the c o s t o f the t e a c h e r s ' s e t t l e m e n t i n 
1979-80 wou ld be f u l l y r e f l e c t e d i n the R S G I n c r e a s e O r d e r l a t e r that 
y e a r ; and i t s h o u l d be m a d e c l e a r to the P a n e l that the G o v e r n m e n t 
wou ld take the s a m e p o s i t i o n i f a g r e e m e n t w a s n o t r e a c h e d o n a c o m ­
p a r a b i l i t y s tudy and the c l a i m went to a r b i t r a t i o n ; C a b i n e t h a d a l r e a d y 
d e c i d e d on the e a r l i e r i t e m s on c a s h l i m i t s (C (79 ) 5) a n d p u b l i c 
e x p e n d i t u r e (C (79) 4) that the a p p r o a c h o n R S G f o r 1 9 7 9 - 8 0 i n r e s p e c t o f 
l o c a l a u t h o r i t y p a y s e t t l e m e n t s s h o u l d be that the c a s h l i m i t f o r the 
I n c r e a s e O r d e r l a t e r t h i s y e a r s h o u l d be s o m e £300 m i l l i o n l e s s than i f 
the c o s t of p a y s e t t l e m e n t s h a d b e e n t a k e n f u l l y i n t o a c c o u n t . T h i s 
of fset was to c o v e r s e t t l e m e n t s a l r e a d y m a d e . A f u r t h e r o f f se t w o u l d 
be n e e d e d f o l l o w i n g the t e a c h e r s ' s e t t l e m e n t ; the a m o u n t c o u l d not be 
d e t e r m i n e d at t h i s s t age , but d e p e n d i n g on the l e v e l o f the s e t t l e m e n t , 
i t m i g h t have to be s u b s t a n t i a l . It w o u l d be f o r i n d i v i d u a l l o c a l 
a u t h o r i t i e s to d e c i d e w h e r e e c o n o m i e s s h o u l d be m a d e w i t h i n t h e i r 
s e r v i c e s a s a w h o l e . T h e G o v e r n m e n t s b r o a d a p p r o a c h on R S G a n d p a y 
s e t t l e m e n t s s h o u l d be m a d e k n o w n to the l o c a l a u t h o r i t i e s b e f o r e the 
B u r n h a m C o m m i t t e e m e e t i n g on the f o l l o w i n g d a y . T h e S e c r e t a r y o f 
State f o r E d u c a t i o n and S c i e n c e s h o u l d a g r e e a f o r m of w o r d s f o r that 
p u r p o s e w i t h the C h a n c e l l o r o f the E x c h e q u e r a n d the S e c r e t a r i e s o f 
State f o r the E n v i r o n m e n t a n d f o r S c o t l a n d , t a k i n g a c c o u n t o f the 
C a b i n e f s c o n c l u s i o n s . F i n a l l y C a b i n e t a g r e e d , o n b a l a n c e , that i t 
shou ld not be a c o n d i t i o n f o r the r e f e r r a l o f the t e a c h e r s ' c a s e to the 
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Standing C o m m i s s i o n that both p a r t i e s w o u l d have to a g r e e i n a d v a n c e to 
a c c e p t the f ind ings of the C o m m i s s i o n . T h i s d e c i s i o n took a c c o u n t o f 
the t e c h n i c a l r i g h t s o f the B u r n h a m C o m m i t t e e . If i n the e v e n t the 
t e a c h e r s t r i e d to nego t i a t e h i g h e r l e v e l s of p a y i n B u r n h a m t h a n the 
C o m m i s s i o n r e c o m m e n d e d the G o v e r n m e n t s h o u l d u s e t h e i r v e t o o n the 
q u a n t u m o f the s e t t l e m e n t to p r e v e n t t h i s h a p p e n i n g . 

T h e C a b i n e t -

T o o k n o t e , w i t h a p p r o v a l , of the P r i m e M i n i s t e r s 
s u m m i n g up of t h e i r d i s c u s s i o n and i n v i t e d the 
M i n i s t e r s c o n c e r n e d to be g u i d e d a c c o r d i n g l y . 

C a b i n e t Of f i ce 

17 M a y 1979 
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C O P Y N O 35 

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 

C C ( 7 9 ) 2nd C o n c l u s i o n s , M i n u t e 6 

T h u r s d a y 17 M a y 1979 at 10. 00 a m 

T h e C a b i n e t c o n s i d e r e d a m e m o r a n d u m by the L o r d P r e s i d e n t o f the 
C o u n c i l (C(79) 7) about the a d j u s t m e n t o f c a s h l i m i t s f o r 1 9 7 9 - 8 0 to take 
account of r e c e n t C i v i l S e r v i c e p a y s e t t l e m e n t s . 

T H E L O R D P R E S I D E N T O F T H E C O U N C I L s a i d that the G o v e r n m e n t ' s 
p o l i c y was to seek s i g n i f i c a n t r e d u c t i o n s i n C i v i l S e r v i c e m a n p o w e r . 
T h e i m m e d i a t e i s s u e was how f a r to go i n the c u r r e n t f i n a n c i a l y e a r a s 
a c o n t r i b u t i o n to the C h a n c e l l o r o f the E x c h e q u e r ' s B u d g e t . L a r g e ­
sca l e r e d u n d a n c i e s o r p r e m a t u r e r e t i r e m e n t w o u l d be s e l f - d e f e a t i n g i n 
t h i s context , b e c a u s e they w o u l d c o s t m o r e i n the f i r s t y e a r t h a n t h e y 
wou ld save on the c u r r e n t wage b i l l . A s h o r t - t e r m b a n o n r e c r u i t m e n t 
was the on ly w a y of m a k i n g i m m e d i a t e e c o n o m i e s . F o  r the y e a r a s a 
whole the p r a c t i c a l r ange of c h o i c e l a y b e t w e e n r e d u c t i o n s o f 3 a n d 5 p e r 
cent i n the wage b i l l . T h i s s h o u l d be s e e n a g a i n s t the s t r a t e g i c b a c k ­
g r o u n d of a s e a r c h f o r m u c h b i g g e r e c o n o m i e s . He i n t e n d e d to 
c i r c u l a t e , by e a r l y J u n e , a p a p e r s u g g e s t i n g h o w c u t s o f 10, 15 o r 20 p e r 
cent m i g h t be found i n the C i v i l S e r v i c e a s a w h o l e . A l t h o u g h s o m e of 
th i s r e d u c t i o n wou ld f l ow f r o m the e l i m i n a t i o n of w a s t e , s u c h l a r g e cu t s 
wou ld a l s o r e q u i r e the a b o l i t i o n of p a r t i c u l a r f u n c t i o n s . M e a n w h i l e , the 
ban on r e c r u i t m e n t wa s a b lunt i n s t r u m e n t , and i t w o u l d be n e c e s s a r y to 
a l l ow f o r s o m e m i n o r e x c e p t i o n s to s e c u r e the c o n t i n u e d r e c r u i t m e n t o f 
peop le w i th s c a r c e s k i l l s o r i n a r e a s o f acu te staf f s h o r t a g e . It wa s a l s o 
n e c e s s a r y to b e a r i n m i n d the r e a c t i o n s o f the u n i o n s a n d to p r o c e e d 
whe r e p o s s i b l e b y a g r e e m e n t . 

In d i s c u s s i o n i t was a r g u e d that i t wa s e s s e n t i a l to m a k e an e a r l y s t a r t 
on the s e a r c h for l o n g - t e r m e c o n o m i e s i n C i v i l S e r v i c e m a n p o w e r . T h e 
ban o n r e c r u i t m e n t a p p r o v e d at the C a b i n e t ' s m e e t i n g on 10 M a y w a s the 
bes t s h o r t - t e r m m e a s u r e a v a i l a b l e . It wa s u n f o r t u n a t e that , d e s p i t e 
the C a b i n e t d e c i s i o n , a d v e r t i s e m e n t s f o r sta f f c o n t i n u e d to a p p e a r i n 
the P r e s s , and eteps s h o u l d be t a k e n to e n d t h i s i m m e d i a t e l y . T h e b a n 
shou ld con t inue u n t i l i t w a s c l e a r what o t h e r m e a s u r e s w o u l d be n e e d e d 
to s e c u r e a r e d u c t i o n i n s ta f f c o s t s o f at l e a s t 3 p e r c en t . S o m e o f f se t 
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was n e c e s s a r y , to c o v e r the c o s t o f p a y i n c r e a s e s r a n g i n g up to 25 p e r 
cent , and a v e r a g i n g about 16 p e r cen t i n the c u r r e n t y e a r . T h i s wa s the 
best p o s s i b l e c l i m a t e i n w h i c h to s e e k i m m e d i a t e r e d u c t i o n s . 

A g a i n s t t h i s , i t was a r g u e d that the G o v e r n m e n t s h o u l d p r o c e e d v e r y 
c a r e f u l l y i n the s e a r c h f o r n e c e s s a r y e c o n o m i e s . T h e i n d u s t r i a l 
r e l a t i o n s c l i m a t e was v e r y d i f f e r e n t f r o m that o f the e a r l y 1970s . T h e 
C i v i l S e r v i c e u n i o n s w e r e n o w m u c h s t r o n g e r . T h e m o d e r a t e s h a d 
s u c c e e d e d In r e g a i n i n g c o n t r o l o f s o m e o f the u n i o n s , a n d i t w o u l d be 
i m p o r t a n t to a v o i d a r e t u r n to m i l i t a n c y . P r e m a t u r e a c t i o n i n the f i r s t 
y e a r wou ld f o r f e i t the c o - o p e r a t i o n of the u n i o n s i n the m u c h b i g g e r 
changes w h i c h the G o v e r n m e n t i n t e n d e d . M i n i s t e r s s h o u l d t h e r e f o r e 
a l l ow t i m e fo r the f u l l e s t p o s s i b l e c o n s u l t a t i o n c o n s i s t e n t w i th the 
a c h i e v e m e n t o f t h e i r o b j e c t i v e s . U n t i l i n c o m i n g M i n i s t e r s h a d t i m e to 
e x a m i n e the p o l i c i e s o f t h e i r D e p a r t m e n t s , and c o n s i d e r t h e i r a u t h o r i s e d 
e s t a b l i s h m e n t s a g a i n s t t h i s b a c k g r o u n d , i t w o u l d be p r e m a t u r e to b e c o m e 
c o m m i t t e d to a p r e c i s e t a r g e t f o r m a n p o w e r r e d u c t i o n s i n the s h o r t t e r m . 
T h e r e w e r e s o m e a r e a s , p a r t i c u l a r l y i n the M i n i s t r y o f D e f e n c e , w h e r e 
l a r g e r e d u c t i o n s h a d a l r e a d y b e e n m a d e , a n d i n the p r i s o n s e r v i c e , 
whe re s m a l l e r r e d u c t i o n s m i g h t be j u s t i f i e d . T h e o v e r a l l o b j e c t i v e was 
to r e d u c e the c o s t o f b u r e a u c r a c y . B u t o v e r - r i g i d m a n p o w e r t a r g e t s 
we re s o m e t i m e s s e l f - d e f e a t i n g . E c o n o m i e s i n s o m e a r e a s , f o r 
e x a m p l e i n the a d m i n i s t r a t i o n of s o c i a l s e c u r i t y b e n e f i t s , m i g h t a c t u a l l y 
p r e v e n t the r e a l i s a t i o n of m u c h b i g g e r s a v i n g s eg t h r o u g h the p r e v e n t i o n 
of f r a u d . D e p a r t m e n t a l M i n i s t e r s n e e d e d a m e a s u r e o f d i s c r e t i o n i n 
o p e r a t i n g the a g r e e d t e m p o r a r y b a n o n r e c r u i t m e n t . 

T H E P R I M E M I N I S T E R , s u m m i n g u p the d i s c u s s i o n , s a i d that the 
Cab ine t h a d d e c i d e d that the b a n on C i v i l S e r v i c e r e c r u i t m e n t a g r e e d at 
t h e i r m e e t i n g on 10 M a y s h o u l d be m a i n t a i n e d f o r at l e a s t t h r e e m o n t h s 
f r o m now and s h o u l d be r e v i e w e d at the e n d of that p e r i o d . It w o u l d be 
open to D e p a r t m e n t a l M i n i s t e r s to m a k e e x c e p t i o n s to t h i s b a n on a 
c a s e - b y - c a s e b a s i s , o n t h e i r own p e r s o n a l a u t h o r i t y , w h e r e t h i s wa s 
e s s e n t i a l i n the i n t e r e s t s o f e f f i c i e n c y . T h e L o r d P r e s i d e n t o f the 
C o u n c i l s h o u l d r e p o r t p r o g r e s s on the i m p l e m e n t a t i o n of the b a n d u r i n g 
i t s c u r r e n c y . T h e t e m p o r a r y b an o n r e c r u i t m e n t w o u l d be the f i r s t 
step t o w a r d s s e c u r i n g e c o n o m i e s of at l e a s t 3 p e r cent i n G o v e r n m e n t 
e x p e n d i t u r e o n w a g e - r e l a t e d i t e m s . If any M i n i s t e r f ound i t 
i m p o s s i b l e to a c h i e v e th i s i t wa s o p e n to h i m to s u g g e s t to the C h i e f 
S e c r e t a r y , T r e a s u r y , a l t e r n a t i v e w a y s o f s e c u r i n g e q u i v a l e n t s a v i n g s , 
but these w o u l d have to be i n a d d i t i o n to any s a v i n g s he was r e q u i r e d to 
m a k e as p a r t o f the g e n e r a l r e v i e w of p u b l i c e x p e n d i t u r e d i s c u s s e d 
u n d e r I t em 4. T h e L o r d P r e s i d e n t o f the C o u n c i l s h o u l d i n f o r m the 
C i v i l S e r v i c e u n i o n s of the G o v e r n m e n t s d e c i s i o n i n g e n e r a l t e r m s . 
He c o u l d t e l l t h e m that the G o v e r n m e n t w o u l d be s e e k i n g s i m i l a r 
e c o n o m i e s i n the l o c a l a u t h o r i t i e s and f r o m the a d m i n i s t r a t i v e t a i l o f 
the N a t i o n a l H e a l t h S e r v i c e . W h i l e he c o u l d r e p o r t b a c k t h e i r r e a c t i o n , 
the re was no q u e s t i o n of the C a b i n e t r e o p e n i n g the d e c i s i o n i t h a d j u s t 
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taken i n the l i gh t of these c o n s u l t a t i o n s . T h e S e c r e t a r y o f State f o r the 
E n v i r o n m e n t , i n c o n s u l t a t i o n w i th the S e c r e t a r y o f State f o r S c o t l a n d , 
shou ld m a k e i t c l e a r to the l o c a l a u t h o r i t y a s s o c i a t i o n s that t h e y w o u l d 
be expec t ed to f o l l o w s i m i l a r p o l i c i e s and that t h e i r p e r f o r m a n c e w o u l d 
be taken in to a c c o u n t i n the nex t R a t e S u p p o r t G r a n t n e g o t i a t i o n s . 

T h e C a b i n e t -

T o o k note , w i th a p p r o v a l , o f the P r i m e M i n i s t e r s 
s u m m i n g up of t h e i r d i s c u s s i o n a n d i n v i t e d the 
M i n i s t e r s c o n c e r n e d to be g u i d e d a c c o r d i n g l y . 

Cab ine t Of f i ce 

17 M a y 1979 
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