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THURSDAY 7 AUGUST 1980 at 9.30 am
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Solicitor General The Committee considered Memoranda by the Lord President of the Council
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.
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CONFIDENTTAL
2 UNIVERSITY TEACHERS' PAY
3 Previous Reference: E(80) 26th Meeting, —

The Committee had before them a minute of 5 August from the Secretary of State
for Education and Science to the Prime Minister about university teachers!

pay and a letter of 5 August from the Attorney General to the Secretary of
state for Education and Science.

THE SECRETARY OF STATE FOR EDUCATION AND SCIENCE said that the Committee had
invited him at their meeting on 22 July to negotiate a settlement of no more
than 14.6 per cent for the balance of the pay increase for university teachers
from 1 October 1979, rather than the 19.6 per cent which the university
teachers were seeking. In subsequent negotiations the university teachers
had refused to settle within this limit. They had proposed instead that they
might be given the same combined increase over 1979 and 1980 as teachers in
schools and further education., Since he intended to secure an exemplary
settlement of not more than 10 per cent from October 1980, this proposal was
too high by 3 to 4 percentage points. If it were rejected, the university
interests would propose arbitration. In the light of the Attorney General's
advice, in his letter of 5 August, it was clear that the Government would have
to agree to arbitration and, under present legislation, to accept the outcome.
It might nevertheless be possible to avoid arbitration by negotiating a
settlement somewhere below 19.6 per cent in line with the corresponding award
for further education teachers: there was some reason to think that it might

be Possible to reach a settlement at a figure of 18.2 per cent.
The following points were made in discussion =

8. An alternative solution might be to pay 14.7 per cent from .
0-81 as the present claim

om April 1980 and the
able to the university

April 1980, This would cost the same in 198
fo7 19.6 per cent paid in two stages, balf fr
rest from October 1980. It might be qnaccept
teachers, since they would then start from a lower base when

negotiating their 1980 settlements. From the e
Goverment' however, it would have the advantage of avol mg'
a lower settlement in

point of view of the

whij
"ch had heg widely criticised, and of
Percentage T

2
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b. There should be a general review of all th, e
sent gy

arrangements throughout the public sector angd of the o u'“iu,
OPeitsy

amending them.

At that stage the consensus of view in the Committee wag that 4
: e
of State for Education and Science should arrange for further : Seorﬂi:
€Q0tiaty,,
4,7 ' Witk 2 vig,
to reaching a settlement of 14.7 per cent or less payable ip full ¢ \
Ton

April 1980.

in Committee B, without prejudice to arbitration Proceedings

When the discussion was resumed later in the morning at a restricted gy, |
(those present being the Prime Minister, the Lord Chancellor, the Chancel)i
of the Exchequer, the Lord President, the Secretary of State for Bplopaer
the Secretary of State for Education and Science and the Chief Secretar,
Treasury) THE SECRETARY OF STATE FOR EDUCATION AND SCIENCE said that hew
now advised that there was no possibility of the unversity teachers acesi
14,7 per cent or less from 1 April., They felt that they had fallen behir
teachers in further education, and it was a matter of great importance ¥
to get an increase which restored their differential. This was not Justé
matter of status and pensions: they would fear that, if they vent iath &
next round with a lower base, there would be no possibility in the elis
then prevailing of an increase which restored their differential and ¢

; iste
adverse relationship with teachers in further education would persis

g ing the ¥
choice therefore remained between going to arbitration and seekiné

possible settlement at a figure lower than 19.6 per cent.

. . s
In further discussion it was suggested that in presentatwm’l L

g at )
have assented. On the other hand there could be no qer el o be o’
2 g 0
would award an increase lower than that which appeared likely
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figure resulting from arbitration would be less embarrassing 2 ent |

. . ernd v
than a high figure resulting from a settlement to which the GO aybim‘“
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arther negntiation; and a negotiated settlement would at least have

in £ :

e advantage of getting the announcement out of the way a good deal
lier than an arbitrated award.

eal'

The Committee =

1. Agreed that the Secretary of State for Education and Science
should reopen negotiat ions in Committee B on university teachers'
pay with a view to reaching a settlement on the best possible
terms available lower than 19.6 per cent, without prejudice to any
arbitration proceedings which might follow if settlement could not
be reached.

2. Invited the Secretary of State for Employment, in consultation
with the Lord President and other Ministers concerned, to put in
hand a review of present arbitration arrangements throughout the
public sector and of the scope for amending them.

Cabinet Office

8 August 1980
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\

1% COMPUTERISATION OF PAY AS YOU EARN
Previous Reference: E(80) 25th Meeting, Item 2 -~

| The Committee considered memoranda by tlhe Lord President of the Council 39
T T— ci PR
(E(80) 85) and by the Central Policy Review Staff (CPRS) (E(80) 90) on th =
{ e |
| procurement of computer equi
| puent for the Inland R !
‘ ek evenue's Pay as You Earn (PAYE) 4l
— Y
THE LORD ]
PRESIDENT OF THE COUNCIL said that the Central Computer and Tele- :
. b

:::::;:::i:l:]::?ncy (CCTA) had prepared a full and up to date technical

e 1 s pr0posals,‘a.nd this was attached to his memorandum. In 4!

e o -011)8 aisesmnen? his judgement was that ICL could probably just : ‘

e e J E; although it would not be possible to be certain of this for
i st the'casee:hthen the demonstration would not be conclusive, and it 4

tontiiing peri i at f'he Inland Revenue would probably experience considerab]‘.e -
' and might have to accept a solution which did not meet their
|
1

Tequirement
fully. ICL were likely to take at least a year longer than would
who could base

MIMAOAC

other p
anuf 3
acturers with more experience of this kind of system,

their
Pro
Posals on proven products. ICL's latest estimate of their cos

£ z
‘ 42, 5 Willion, whi ¥
, which was likely to be about £10 million, or 30 per cent, greater

| tha.n y
it
\ IBM won the contract. The Inland Revemue had little confidence in ICL,

d thy
s
¥as a disadvantage since they would have to work in close co-operation \

‘ili th whi P
ing

ts was

er manufacturer was chosen, He did not pelieve that a further

had to make a judgement between

y were required to take e
rcial standing if the

s
report., In his view the Committee now

he o
Pparent
" disadvantages to the Inland Revenue if the

!’nment

® Open ¢ were to demonstrate a lack of confidence in
0der for this contract.

1
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OF THE EXCHEQUER said that in his view there vas g
oy,

CHANCELLOR A :
ik on grounds of timing, price and performan, e“'hq%

case for open tender, ‘

2 o, g
he extra costs and the delay if ICL were to be awarded the COntypg, :ddlllc:
to the e 3

L S fhati, smless thC FISke’ they had identified sogjiRi %
CCTA ha v

; z .

evenue might be confronted with a series of problens, ing drcome,
iy

§

S, anq that
they woul The systen ),
t the needs of 27 million taxpayers and the Government would be z%

mee

criticism both from the public and from Parliament if

the Inland R

e ayatem, particularly in the carly yugy
frequen

ich met their requirements

have a system whic .

d not v ad 4,

to
o

severe ' Otwlthstaﬂdinz

the risks jdentified in the CCTA report (which would have to be mage il

they were to give the contract to ICL and the system then proved inadequat,

and inefficient.

THE SECRETARY OF STATE FOR INDUSTRY said that he remained firmly of the v
that the contract should be given to ICL by single tender. They would vork
with Logica, who had a world-wide reputation for software. The CCTA had

advised that ICL should be able to mount a successful demonstration of the
feasibility of their proposed system by June or July of 1981, In his judgese
the shortcomings which had been identified could be overcome, Unless ICLwr
given this contract, and the opportunity to establish themselves in major

k fer,
systems of this kind, their commercial standing and their market would suf
In discussion the following points were made -

¢ the cort™

a. It was wrong to assume that there would be no pI had
ies

were awarded to a multi-national., Some United Kingdom g their
ith

experienced considerable difficulties and unforeseen costs ks

IBM computers.

S (11
exclude
A decision to go to open tender, which would in effect gt

would be severely criticised by the Opposition and by 2% Con:ewe
Members of Parliament. If there were to be a Motion °f Cens“rd b
Government could well lose, It would not be possible *° defz: 0
decision adequately without damaging the commercial reputa'u

to an unacceptable degree,

b.

100
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to be given the :
% £ ICL eneso & contEacy by single tender, it should be

5 condition that they could satisfactorily demonstrate by tne middle of
0 b % . e o
1081 the feasibility of their proposals, Since failure at that ata

2 ge
Biien the system vas in use, oRldibe disascronsiitoliiag ite woul:i
2 to do well,

have every incen tive

4 On the other hand the demonstration in 1981 would not clinch the
arganent. It would be not until 1983-8%4 that ICL could show that they
could operate in live conditions and that their computers could be
satisfactorily integrated with the software. Moreover, it would be
o difficult in practice for the Government to give them a conditional
contract now but then to go to open tender in 1981 on the grounds that

the demonstration was unsatisfactory.

e. The Inland Revenue had designed the system on the assumption that

they would have access to the best proven technology. There was, however,

a case for looking again at the design. A simpler and less centralised
system would be less vulnerable to disruption and breakdown than an over-

centralised and highly complex system of the kind at present under con-
sideration,

TE PRDME MINISTER, summing up the discussion, said that four conclusions
seemed to emerge from it -

1. if the Government were to decide mow to put the Inland Revenue

computer project out to open tender, rather than to ICL on single tender,
they would come under strong political attack for taking a decision which

¥ould imply Jack of confidence in ICL, without having sufficient grounds

. : d
for believing that ICL could not adequately carry the contract out; &n

2 the procegs of defending themselves against such an attack the

th
foverment, wou1q be bound to use arguments which would exacerbate the

[it & advantage
l&nage to the reputation of ICL, to its grave and lasting dis ag

in Worlq mﬂrkets;
ii
i y
" the information available to the Committee,
ture ¢,
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a contract had to be awarded by the end of the Year: g .
1t
awarded to ICL by single tender, the contract shoulgq o Wepg
Y congy+,
(L demonstrating by the middle of 1981 to the userty satj fdltl"h
stacy;
0

iii.
to be
upon I

that their system would work adequately;

jv. the system at present proposed was highly centraliseq anq g,

£ : g ¥ S a

result very complicated and, whatever its merits in terms of ol
ca]

eleganc

e and saving of staff, the Committee was not convinceq %
L X ) Sugh
a system was to be preferred to one which, while meeting the essentjy)

operational requirement, would be less vulnerable to the di“dvantage
8

and risks of a high degree of centralisation and technical comp1exny

There should now be an urgent examination of the possibility of meeting the
Inland Revenue's operational requirement with a more decentralised and
simpler system. That examination should be completed in time for a decision
on tendering to be taken by the end of the year. If it was then decided to
award the contract to ICL by single tender - and it might well be that I(L
would be able to tender more convincingly for a less compiex system - the
contract should be conditional upon ICL demonstrating by the middle of 1981
to the user's satisfaction that their system would work adequately. The
Chancellor of the Exchequer should announce, in answer to Parliamentary
Questions already down, that the Government were reviewing the case for 8
simpler and less centralised system; this announcement should be drafted
in terms which made it clear that nothing in the decision was intended %
preclude the possibility of letting the contract by single tender to ICI‘:y
in association with Logica for software and other United Kingdom onpiiy

The Committee —

Invited the Chancellor of the Exchequer -

i. to arr . i
A ange for the Inland Revenue, in consultation

ter and Telecommunicati Gt
4 tions Agency and the Depart®
2. :::on-ider the design of the gopoze‘l new Pay As Yo“.E
st :ith a view to establishing whether it was £€257°C
s he operational requirements with a less S
ystem than that now Proposed;

ii, to :
tende report the results of this review in time £OT d

Ting to be taken by the end of the A
iii. to announc

e th o in
the Prime H:lnilter': ‘:omvemm eﬁ;'s decision on the 1%

le

e 0
eci.Sl-"“s

is
o indd ested
e .

Cabinet 0ffice
8 August 1980
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