[ CONFIDENTIAL |

PROPERTY OF HER :
MENT 1S THE BRITANNIC MAJESTY's 6o [/

s 2

Meeting COPY NO (g

580) P 39
CABINET

MINISTERIAL COMMITTEE ON ECONOMIC STRATEGY

MINUTES of a Meeting held at
10 Downing Street on
THURSDAY 2 OCTOBER 1980 at 9.30 am

PRESENT

The Rt Hon Margaret Thatcher MP
Prime Minister

The Rt Hon William wWhitelaw MP The Rt Hon Sir Keith Joseph MP
Secretary of State for the Secretary of State f
Home Department Iy e for Industry

The Rt 1101.1 Lord Soames The Rt Hon James Prior MP
Lord President of the Council Secretary of State for Employment

E“.“ Hon Peter Walker MP The Rt Hon Michael Heseltine MP
Fim“fr of Agriculture, Secretary of State for the
sheries and Food Envi ronment

g:zrnz g Nott up The Rt Hon David Howell MP
etary of State for Trade Secretary of State for Energy

The Rt Hon John Biffen MP
Chief Secretary
Treasury

THE FOLLOWING WERE ALSO PRESENT

George Younger MP

The R, g
on Franci Rt Hon
s Pym MP The ¢ State for Scotland

Secreta
(Tten 137 of State for Defence Secretary ©
The gy

g =
s‘“‘etanr;n Pfatrick Jenkin MP The Rt Hon Sir Michael Havers QC
Services © State for Social Attorney’ General
(lten 1) (Ttem 1

Lord Ma Mr J R Ibbs :
" ckay of Clashfern QC Central Policy Bevie¥ staff

SECRETARIAT

Sir Robert Armstrong
Mr P Le Cheminant
Mr D J L Moore

[CONFIDENTIAL |

i




[CONFIDENTIAL |

CONTENTS
Subject
CIVIL SERVICE CONTRACTS OF EMPLOYMENT

LOCAL AUTHORITY CURRENT EXPENDITURE IN SCOTLAND
IN 1980-81

CIRCULATION OF MEMORANDA

[CONFIDENTIAL |

[ CONFIDENTm

oIVIL SERVICE CONTRACTS OF EMPLOYMENT

comni ttee considered Memoranda by th
pe 80) 8! ¥ the Lord President
(o) 83 224 E( ! Rl

the Prime Minister and a letter

: prime Minister on Oii of 50 September from the Lo

 the F¥¥ ivil Service contracts of Empl rd Chancellor
oyment,

a minut 5 7
’ nute of 5 August from rogr. B e Council
rney General

Their discussion and conclusions reached are record
corded s

eparﬂtely

.
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LOC‘“‘ AU‘VHORITY CURRENT EXPENDITURE IN SCOT o o

previous Reference: B(80) 32nd Meeting, Iten 1

ttee considered a memorandum by the Secretary of State for

(E(Bo) 107) on the elimination of overspending by local authoriti
in 1980-81. ol

The Conlﬂi
s¢otland
in Scotl and

= SECRETARY OF STATE FOR SCOTLAND said that there had been a misunderstanding
at the Committee's meeting on 10 September of his proposals for action to
Jlininate the total potential excess of about £40 million on local authority
current expendi ture in Scotland in 1980-81. The decision recorded was that
the sums payable under the first Increase Order in respect of the 1980-81
sate Support Grant (BSG) in Scotland should be abated by £40 million with an
mdertaking that some or all of this sum might be reinstated later in the
light of actual expenditure performance. He had however intended to make
clear that his proposal was not for a general abatement on these lines but
for selective action under his existing statutory powers, to which there was
o counterpart in England and Wales, against individual authorities which
had overspent., A general abatement would lead to very rough justice. For
the most part the local authorities in Scotland, both Conservative and Labour,
¥ere co-operating fully in taking measures to keep within their budgets. The
main exception was the Lothian Regional Council who were budgeting for
eXpenditure of £25 million above the guideline and who were looking for
Political confrontation rather than cuts in their programme. If there were
“be a general abatement they would lose only £4.5 million grant. The
Ylance of £35.5 million would fall on the other local suthorities who W H
;::zmtin@ and, in some cases, now planning to spend i fhw:n t:;g:::izes.
tor 19:2:‘1“1 et he dhould {aietiE a:.ltlu:::‘,b:'les(u\iln'.ch had
thongigh "“B'known, against any individual local a‘m 0 .

5 d excessive or unreasonable expenditure. He judged tha

18 action would be more effective in discouraging excessive e

Wo g
i fertainly be much fairer, than a general abatement.

ere

of
"y

i
"reeq STER, summing up a short discussion,

t the Secretary of State for Scotland should
Y with

said that the Commi ttee

Se) use his power to deal
eetivel P general

overspending local authorities rather
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abatement of grant at the time of the RSG Increase Order, g
4 e

should make clear to the local authorities in Scotland that jt
Wag hi
8

firm intention to make use of his powers as circumstances re
qui!‘ed
.

The Committee =

1. Approved the recommendations in paragraph 11 of E(80) 1
07,

9., Invited the Secretary of State for Scotillang foteny
Scottish local authorities of his intention to take se;m f.he
action if necessary against individual local a“thoritieectn.m
had incurred excessive or unreasonable expenditure in 1;8‘(')'11;(1:]1
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B riON OF MIMORANDA CONFIDENTLAL,

)
HIN|STm said that > i
5 Commlttee, and the Cahln t
et,

rogramme of work over the next few weeks faced a
’

pea"y P durin
’ i igi whi
pe takiné pajor decisions on a number of economic que i ich they would
oy ; sti
yeghers could have sufficient time to consider the i ons. So that
ssues full .
Y, it was

(ssential that the Ministers concerned should give thej
eir colleagues
ample

carning of their proposals. Wherever possibl
€ memoranda shoul
d be

(irculated @ week before they were due to be discu
ssed,

The Committee -

Took note.

Cabing+, 0ffice
5) Octohey M5
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{, CIViL SERVANTS' CONTRACTS OF EMPLOYMENT

The Comnittee considered memoranda by the Lord President of the C
e Council
(E(80) 83 and 84) on the scope for altering civil servants' contracts of
' cts o
amployment so as to widen management's range of response to industrial acti
. . i ction
wd, in particular, to enable civil servants to be laid off without pay when
tadugted . in
:stlznal action by limited numbers of staff left larger numbers without
usefu
S work to do. They also had before them a minute of 5 August from the
orney General to the Prime Minister legi i
er on legislation on contracts of employment

and a lett
er of 30 September from the Lord Chancellor to the Prime Minister.

TE LORD PRES
38)) v
ENT OF THE COUNCIL said that, under their existing contracts
d not be laid off without pay

These

of emplo s
aatl yi'ment, non-industrial civil servants coul
e1lr wor o
k driéed up because of industrial action by others.

irangemen
ts dif
fered from those applying to industrial civil servants,
but were on & par with
The lack of ability to

for

vhom th
ere wa ghess
those gop s explicit provision for such lay-off,
ite-collar workers in the private sector.

3y off
o B in these ci
ise displ‘opo b circumstances greatly strengthene!
rti ;
78 02 geq) Al There were two possible
B new entrants could be
tated circumstances.

d the unions' power to

ond nate damage to their employers.
with this, First, the contracts for

iseq
Seqq Yo Provide o §
xpressly for laying off without pay in S

Yo dagd %
o g ®€islation could be introduced to enable changes
ght be confined t0 public
te sector also. Had power
jt could

in the contracts

? a)
8 l‘endy .
t"‘n Sor g in posts, Such legislation mi
* lay PPly to whit i
e=collar workers in thesproys

by : White., n
© be collar workers without pay already beer available,




=
~
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either for civil servants only or more Coniy
ral)

existing arrangements, ; - &
disputes cou we e ;
n there were DO current P rRovoke mdespr%d )

do so whe

industrial action and unite moderates with militant opinion., 14 woulg 4
¥ e

ed that the Government was overriding by legislation terms of i)
argu 1ce

which had been freely offered and accepted on entry. To alter the e
8 of

contract of new entrants would mean that for a number of years there Woulq

be effectively two classes of civil servant who would be treated differemv
if they were laid off. Accordingly he recommended that no changes shoulg h;
made for the time being, but that the position should be reconsidereq urge,
if there were further major cases of selective industrial action by non- :

industrial civil servants.

THE ATTORNEY GENERAL said that, while it would be possible to legislate on
the lines discussed, any such legislation would be a serious departure frog

long standing practice on the contracts of employment for white-collar workers,

It would enmable staff to be deprived of their legal right to pay in circumstams

when no breach of contract had occurred and when their conduct might be

blameless in every other respect.
In discussion the following points were made -

a. It was not inevitable that there would be expensive industrial

disputes in the civil and public services this winter, although mich

i tor
would depend on the reactions of local authority and other public ¢

unions in negotiations early in the coming pay round. It would

1oymet®
therefore be premature to take action now to amend contracts of emp oo
There was, however, a strong case for preparing 1egislation on 8 ;
nstances u

basis ready for introduction if there were to be further i
selective strike action by non-industrial civil servants.
and moderate opinion in the Civil Service, would be moT
such legislation in those circumstances.

i
If legislation were to be introduced it should 8PP aiss"
inatory azewloyefs

P 1y to ¥

sector also: otherwise it would be attacked as discrim .
civil servants. Any legislation should however give 1
discretion over whether to use the powers conferred.

them would choose not to do so, and might well recognis®

collective agreements with the unions.
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s possible that there would shortlyihe s iy
action in

n service raising difficulties similar o those
eXperienceqd

the Pris°
carlier :

n the yesr at the Royal Ordnance Factory at Bishopt
; on,
al staff would be laid off because of selective i
strike action by

pdustT A
non_industrials and the question would arise of whether they should

seceive P8Y after the 28 days for which their contracts of employment
en

provid ed.

5 ADE MINISTER, summing up the discussion, said that the Committee agreed
it 00 action should be taken at this stage to amend the contracts of

employment of white-collar workers whether in the public services or private
employ'mﬂt- A Bill should, however, be drafted and held in reserve for urgent
e if events and the climate of public opinion were to justify its introduction.
The Comnittee agreed that in principle such a Bill should apply to the private

1 vell as the public sector, on the understanding that the decision to exercise
the powers conferred would be left to the discretion of employers. An

ilternative draft should however be prepared in case it should prove necessary

to confine the provisions to the civil or other public services. No publicity

should be given to this contingency planning.

The Committee —

izv;ted the Lord President of the Council to arrange for the Sub-Committee

withni;strial Relations in the Civil Service, in consultation A

draftj e Attorney General and the Lord Advocate, to arrange for the :
ing on a contingency basis of a Bill on the lines indicated by the

me Minister in her summing up of their discussion.

Cap;
binet 0ffice

3 OQtOber 1980
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