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Introduction

On Thursday I shall be able to report how negotiations with the
Civil Service unions for the 1 April 1981 settlement are going.
These started with officials on 5 February. A substantial claim
is expected which will be parried with 6%. If they demand to

see me I shall do so on Monday 9 February when I shall stick on
6% and explain why. I cannot foretell what will happen but I
believe that an important factor in the negotiations leading up
to 26 February (after which industrial action is planned to start)
will be the Government's attitude to the longer term future of
Civil Service pay. We thus have an immediate problem but one which
I vas going to raise anyway in the context of the Chancellor's
Paper on the longer term - E(81)12.
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i Of course, the Government must unquest
set aside any agreed pay system when nationaiogz‘_{l
But I believe there is very great advantage i icy
arrangements for dealing with Civil Service ey
indeed, having an agreed systemto which we ¢ an ng
arguably makes it easier to secure acceptance of e
when times are exceptional.

The Advantages of an Agreed System

By In this pay round against a backgroung ofsert
difficulties and high unemployment we plan to imposeogs 8¢
with virtually no negotiation. But we must ot delyg ow
that we can indefinitely settle the pay of oup employ:e:h
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T The availability of arbitration is crucial since it
provides an important safety valve as an alternative to
industrial action.
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when necessary, be suspended together.

8. There is no halfway house. Either we operate on the

of ordered agreements (which inevitably restrain both sides) &

we do not,

Need for Review
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se reasons the review should consider for
Zi;‘itment/retenuon and job security faétors Zﬂgie'
airect part than at present; what the field of
eshould be; the way in which "fringe benefitgw should
3: whether out of da?e_settlements for analogues
; and the possibilities of the "market value®

for

moT'

t think the present Pay Research Unit Board is the

1 dg n‘;or this task. It would be better to set up a new
right bgoé’y to do the specific job under an authoritative chairman
%.hro\%ide industrial experience.

would be a major task needing probably 18 months
13. Tge r;xigwwould mean an ad hoc settlement in 198% and we
& wif; r'xeed to keep the opt;on; open for the follgwmg year. I
s could draw on its findings for 1983 even if the new
Eigiexewas not in place by then.

i is is the right course to follow. I also see
'4‘~mrﬁe§§i1lzsvgd\trg;tage in tha% it will demonstrate to the unions
;L;a{ we have a positive approach t(_) the future and would bg
beneficial in our present negotiations. Clearly we wguld in no
vay bind ourselves in advance to the outcome of a rev1g:u:nd
neither would the unions. But what matters is the attitude we
display to it. We must be prepargd to make it clear (:hl:?we
otherwise the inquiry would lose its central purpose) .
want to return to an ordered and agreed fraqlework. I hope
review will pave the way for an agreement with the un;o;l:iks
But only the outcome of the review, and the subsequgn 2 o
with them about it when the time comes, can determine wi
this is possible.

Recommendations
——ftndations

. I therefore recommend:

a. that we decide on a review with :hg agbg;‘:ﬁgg‘mhm
@ new basis of pay determination, backed by

b, that we tell the Civil Service Unions thab:

in 1982
i. there can be no return to pay zﬁieﬁgg e
in view of the economic outlook and e
With changes to the present system; e
O
ii.  we do want to return to an agreed
System backed by arbitration;

] ise how this
iii. we intend %o set up @ review to advise

might best be achieved.

cS

Civy
1 1L Servige Department
Tebruary 184 .

CONFIRENTIAL





