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CHIEF' ,sECRETARY Chancellor of the Exchequer 
FinanciYl Secretary 
Minister o f State (C ) 
Minister of State (L) 
Sir Anthony Rawlinson 
l"lr Bailey 
~'lr E E R Butler 
Nr Shepherd 
I'llI' Un\t>fin 
Er vi hi te 

SOCIAL SECURI'l'Y BENEJi'IT UPRATING NE'I'HOWLOGY - " i1ISTORIC" AND "FORECASTING" 
HETHODS 

You \Jill recall that ",nder llccsent d-'Tc:mcerr:er-.:z; .::::ocial :3ecurity benefits are 

uprated euch Novp.rnber by 2.n arr.c:u m: not ::"esc trlc~n the moveme nt in the Ri?I 

be tv-leen the prece din[ Noveriloer a[\(1 the Nover;;ber in vihich ' the uprating is to 

take effect. The decisi on or: L12.e;, ;1i1.~; Lo be tc·)~'~en , ('wei 0.f:nollnced, in April 

or J'ilay - it has been c w,torrwry f or the a::U10Wlcer:;enL Lo be made in the Budget, 

and this practice w~s follo wed tnis ye&r. dowev e r this approach to uprating, 

whicn involves forecasting in ef:'ect irdlc.tion ue b 'ieen hpri l 3.nd Nay and the 

next Novembe r ( llellce -the nS.([;e 1::1e I I forE:,~ad.ir:b method1f ) has some drm'!backs 

s irnply becaut:;e such G f orec ;::;.Elt has Lo be r;:,:~d(~ ;~uld onnounc ed; the announceme nt 

o~' itself can be co ntroversi b l ane by :iL; Ul.~.'J.re ".he· i'orecastc~ need not be 

rigrlt 1'esu1 ting in 1I 0ve r" or " !.inde:::,f l fJDyint:; sf bene ;:'ic iaries. Earlier this 

[-~L:(nr.1 er, there fore , ':.'E; \\!cr~; c:~s>:..f::d :~o l() c'I:'~ ,> ~ L :::.e :0d ~'.l2 .. ntnge s and disadv ant&.ges 

of a move ~.o a l:lc' :..,hod 0 :.' UfY';:iLi[iG' b c~ .:~ v( 0[1 ev~:nt~:~l~[ the Lime o f tile decision 

2 . In consultation with DH.sS 'vI e rl{lv e n o \v prepared a joint paper ' on this 

matter, which is attached. 'l'his paper does not come to a ny recommendation 

as such, but its general tIlrust and argumentation is in fav our o f maintaining 

the status quo - the forecasting method . DHSS Ministers have agreed with this 

conclusion, and I recommend that yo~ so agree . 

j. In brief, the paper conclucieD t:w_t tGe hist oric met h od only has two 

advantages over the forecasting ~ethod; first it i.s based on past events 

and doe::, not require fu ture fo recasts, and second on the face of it it 

ensure::; that the su.bsequent upratint'; is "rig},t ". Botl! Lnese c;,dvant&ges 

1 • 

tUi.:. lac JW4N;' ; .SM.' A, h $ $ . . j iiiAL . P.1?JllQlji J:W .'1 YJj2t;!JhllWd , .• ¥!"*" < 4P*!' tth;.> 1. ,u.. if J it . ...,. * _$ eM " .. "" j >.DifflCAEi 



e are, however, arguable; precedent makes it difficult to withhold price 

forecasts for the Industry Act forecasts, in future forecasts of earnings 

will not be required for the social security uprating, and providing the 

Industry Act forecasts and the uprating forecasts cover the same period no 

additional f igures need be put on the table. Difficulties arose this year, 

but this was because the periods were not the same; this may not be the 

case in future years either because the }'SBR forecast goes back to fourth 

quarter or because the social security uprating is brought forward by a 

quarter - a possibility which D.tiSS have been asked to investigate, (though 

it may not get far). And a s for getting the uprating Ilrightll, the difficulty 

here is that people are now used to the forecasting method and would be unhappy 

wi th anything else - thus it is inconceivable thB.t Ministers would have got 

away with the historic method alone this year , reflecting inflation behveen 

April 1978 and April 1979, vlhen in the same Budget the Chancellor was 

announcing an increase in t he VAT rate to 15 per cent which was not reflected 

in the April on April forecast and t herefore would not be reflected in the 

subsequent Nove mber upratings. The forecasting method , on the other hand, 

is more nearly related to the period in re spect of which it is to be used 

(inste ad of terminating six months before it begins ) and while it is true 

that if the fo r ecast leads to a shortfall there will always be pressures 

to wake this good in a subsequent upratine; (as indeed Hi.nisters chose to 

do this ye ar), when in reverse beneficiaries would alvmys be allowe d to 

keep any " l ongfall", the addit ional costs of this s eem unlikely to be 

more, and possibly indeed less , thaI: the "bit over the t op" whic h would 

almost certainly always have to be added t o the f i gure given by the 

hi stori c method in any kind of inflati.on period . 

4. Then there ar e the costs . I n a period of increasing infl ation, the 

forecasting method is more expensive than the historic method (though as 

I say if we tried to move back to the historic method nov' we should almost 

certainly always have to add something over the top which would tend to 

rlUllify this). Per contra, when inflation is falling the forecasting 

method is cheaper than the historic method; so if we take as a basis for 

present policy the assumption that infla tion will fall, we should stick 

to the forecast method. There would also very likely be a big one-off 

cost in a shift now t o the historic method , in that it would be claimed 

that the £500 million or so " s tolen" from beneficiaries In 1976 when the 

previous Administrat ion moved f rom historic to f orecast at a time when 

2 . 



e infla tion was expected to fall , should be restored. Certainly it might be 

very di fficult to get the legislation re quired to move back to the historic 

method through the House ~Ji thout s ome kind of ge sture in that direction, 

particularly given the recorded attitude of many present Conservative 

members and indeed members of the Government to the 1976 change. 

5. So i t appearl3 to be the case that the f orecasting method is not only 

the status quo (with the convenience this brings), and almost certainly 

less expensive to the Government, but also, perhaps parodoxically but truly 

likely to be fairer and mo r e acceptable to the beneficiary: 

6. The attached paper also discusses two other points - the so-called 

"base line" method and the "historic/f orecast" method. I t concludes that 

neither have much to say f or them, and I agree. (The baseline method 

ought to be attractive but runs into the pro blem Ca ) of peoples' short 

memories and hence the difficult y in anyone year of uprating by less 

than either historic or fo r ecast inflation and (b) arguments about the 

"base" and pressures t o increase it. ) The only option the paper does 

not discuss is the possi bili ty of stcmding down any statutory . requirement 

whatsoever as to uprating , and simply going back to the pre -1 970 's position 

1:Jhen benefit:s were uprate ci not neceE3saril y regula.rly nor by r efe r ence t o any 

particular inCiexi ng require ment , but s imply as the Government of the day 

"thought fi t . Yo u ~ay feel , however , tha t Lhe world has moved on since 
~ I 
\ \then and [ou c h a Si1i ft bad: is no t , 10-'" \'J 01'[11 pUrS lJ.ln[; - at least not until 

l \nfla.tion if; ;-;e11',;e10\'1 (ioubie j .Lf,ure,-:,; . 

is that Vie slide to -;';1':.e sta'[u:~ quo; nar:1ely the f orecast inc:: mE:thod. '1'he 

only real dr3.\r,'bo.cK tn1.s hD'.~ is the pOGsibili ty that fror'l Lime t o time (and 

indeed it happe ned this year) the uprating forecast doe"; not cover the same 

period as say the FSBR forecast. But this may not recur, and i f it recurs 

at a time of forecast felling inflation it would not be harmful. I n view 

of the potential cost involved, and other difficulties of moving to the 

historic basis, it seems a risk \.Iorth taking . 

E P KEMP 
21 September 1979 

.~ 
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CHIEF. SECRETARY cc Principal Private Secretary 
PS/Financial Secretary 
PS/Minister of State (C) 
PS/Minister of State (L) 
Sir Anthony Rawlinson 
Mr Bailey ·' -
Mr Butler 
Mr Caff 
Mr White . 
Mr Daykin 
Mr: Ridley 

BILATERALS - DHSS - MEETING WITH MR JENKIN Z5 SEPrEMBER 1979 

This note is intented to supplement the briefing prepared for Cabinet in respect 

of Mr Jenkin's three programmes; Social Security, Health, and Personal Social 

Services. 

Social Security .\ ... . 

2. We understand that Mr Jenkin is not disposed to argue with the proposals 

set out at Annex B to the Chief Secretary's paper for Cabinet. He is, however, 

likely to point out that one cf the biggest savings there (abolition of earnings 

related supplement, which gives £260 million per annum from 1981-82 onwards) was 

considered and rejected by colleagues earlier this year in the context of 1980-81, ·~ 

and would be extremely controversial. He is likely to say, however, that he 
..... ~..;. . 

is prepared to see it go, and to take on his back the problems of abolishing it; 

but he would want to be assured that Cabinet as a whole were aware of what they 

were doing and were behind him. He has l'1r Prior particularly in ,mind. He will 

thus be happy for Treasury Ministers to keep the proposal in as "agreed" as 

between Treasury and himself, but he will want the Chief Secretary's report 

back to Cabinet to ensure that Cabinet colleagues are aware of what they have 

agreed to • 

.. 3.. The arguments of sub stance relating to ERS were set out in our earlier 

brief. In short, the case for abolition, apart ·from the savings to be realised,· 

turns on the incentives argument in relation to the levels of support available 

for · those out of work as compared with those in work. Against this there are 

arguments about "entitlements" - ERS is a contributory benefit - and also that 

ERSstill has a role to play in the functioning of the labour market in that it 

encourages the skilled man who goes out of work to pause before hastening to 

take the first available, possibly unskilled, job. On the whole we think the 

1 • 



~J. - • r:' 

j ' .. ~-,,:"'; 

arguments for abolition have the day. ~You will recall that in the ~ontextof 
MISC 15 Ministers are likely to commission a study of the whole question of 

incentives for the lower paid, under Treasury Chairmanship; the case of ERS 

is, ~owever , only marginal to this study because ERS does not gato the really 

poor. _7 

make 4. On Social Security Mr Jenkin may also refer to his proposal to .employers 

responsible for the first six weeks of sickness pay. This is a proposal which 

will go to H Committee shortly, and on which. Sir Keith Joseph has apparently 

recently written expressing some doubt . Again Mr Jenkin may take the line that 

he i s very happy to push this proposal, which in fact has quite a lot to be 

said for it, but he will want colleagues collectively to be aware of what is 

afoot. 

Health 

5. Again Mr Jenkin is unlikely to object to the proposals in Annex B to the 

Cabinet paper . He is, however, likely to comment on the proposal that ~ 

expenditure will not rise between 1982-83 and 1983-84. He is likely to say 

that this would represent a real cut in standards, because changing demographic 

patterns mean that more money has to be provided in the Health Service just to 

stand still. The answer to this, as Mr Jenkin is aware, is that gross spending 
;~ ~ 

can still rise through increased charges and other income beyond that already 

assumed, and also that resources going to the direct care of patients ought 

to be capable of improvements through increased efficiency, etc, in the Health 

Service as a whole. Mr Jenkin is, however, likely to suggest that officials 

might be asked to study some way in which if his Department can think 'of new 

ways of raising money, whether for 1983-84 or earlier, there should be some 

kind of "sharing" arrangement so that some part of it goes into increasing 

the gross amount ~vail~ble for the National Health Service and some part of 

it in effect comes back to the Treasury. Such an arrangement', in fact, might 

seem only fair, and certainly continuation of the years up to 1982-83, when in 

effect the Treasury took 100 per cent credit for the additional revenue which 

the Department offered to raise, does not really put any proper incentive on 

the Department to seek out further revenues. If the point comes up, t~erefore, 

we suggest you express sympathy with the proposition and agree that officials 

should examine the possibilities. 

2. 
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Personal Social Services 

6. Here Mr Jenkin is likely to disagree strongly with your proposals. He is 

likely to say that the reductions proposed will inflict hardship in a number of 

worthy and sensitive areas (eg old peoples' homes), just at a time when demo­

graphic pressures call for more, not less, expenditure in this area. He is 

likely to compare what he regards as the harsh treatment he is .receiving with 

what he thinks is the less harsh treatment being meted out to education. 

7. There is really no logical basis for any particular reduction in this 

programme. Your proposal implies a cut of about 9 per cent in 1983-84 below 

the 1978-79 level. A way forward might be to ask Mr Jenkin what sort of level 

of reduction below the 1978-79 level he would find tolerable. He may say that 

he cannot accept any reduction a~ all. More likely, he may make some kind of 

. ·!'r . 
~~.;~ 
"'-. 

; ~ ~-.~-
, 

."'-: .• ~'} 
" , ' . .-. 

offer - eg 5 per cent reduction. Whatever it is, you will want to seek to get . " 

him to agree to the maximum possible figure anyway, and report back to Cabinet 

as to the unagreed balance. 

.! .' ~ 
pp E P KEMP 

24 September 1979 

.' 



MR KEMP .// cc Chancellor of the Exchequer 
Financial Secretary 
Minister of State (C) 
Minister of State (L) 
Sir A Rawlinson 
Mr Bailey 
~r FER Butler 
Mr Shepherd 
Mr Unwin 
Mr White 

SOCIAL SECURITY BENEFIT UPRATING METHODOLOGY - "HISTORIC" AND 
"FORECASTING" METHODS 

The Chief Secretary has seen your minute of 21st September and 

agrees with the recommendation that uprating should continue to 

be calculated by means of the "forecasting" method. 

R J T WATTS 
1 October 1979 
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TIm SOCIAL SECUHITY BENEFITS U2-RATING U~HEIJ1)M:sNT) ORDEn. 1979 

1. I enclose for V!inis-cc," s appI'ov81 a :;>roof copy of the draft :\rnc:ndment 
O:r'd(~r a.nd of the e:xplan..J·:~ory j\;c,r;orcmd 'J.n1 whi.ch ,d,ll bG ll12.de '·J~l2.ila ble, 
,"':l.th the Ord.er, for the ijl.to:;:·'mation of l'j,'::mbcrs. 

2. As Minister will rec all, due to an unf0r~u~ate error! the main 1979 
IJp,-rati.llg Ol'd.e:"' ~ Vl:1i_cl'1 "v;'~~.S rnr.~_dc 011 3 Atlr;L~E; · t, Y)e"v'c)kcd t11e \\:IYlo1e ,)J~ i:l'i8 
]. 978 Up-r2.t tng Ordt~r t in~ J '. \c'~ :L 'C'l!:; the :;:>1'0-'; ,~ ;~:_ Ol-l fixi .. l') I; the carning,::; J.im,i L 
for the wives of certain pensioners a~ £45. 

3. It is ·therefore necessary tc:- aCl8nd the I'2'1]ocation provisions of the 
msin 1979 Order so as to ~2i~tain that limit at £45. The effect of 
"chs draft Amending Order i..':; expJ.sirH?d in r7l0T'8 detail in the Cv:pl3.118.tnry 
mer:;orandu,'1l ~ 

!;, 0 Since the A'Jlending Orde r' ";;-,:'st take effect fr'om the f..ar:, '2 date as t:w 
mai.- O--'dor 1" '1\1 o· r':'!l'b'''' r" l··'c "i~l 'o' e ne/~(-''''~~'''''' 'V J~""~ i ..... t·o ~' l'" dob ·-:. t,-:>,·i ~"" • ~ • .;. .i '-, 1 • ;--_ , \' I;;;; ,.. G ,' .,..v J. ,, ' __ . .. v, ~,,-' :~u. .' _ v l., _". \ iJ.. ..., ~' ~ --:. _d,) 

soon 8.8 possJ.ole aft0;1' f)::u '..Ll3ment r8SSS8i'nb1.8;:, e THe .1.1'l'-'cent:_cm ,1:3 "Ch8X 
j , t should b2 laid on rj:uer:c:ay 23 Octo_ber D.nd cons 5.riel'ed by the Jc·j,nt 
COllLmi ttee on T\:wsday 30 C)C,t0 :'~C:--:'l so that the d9b8tes can be h2:.'..d later 
t,1"1Ft "t \IJ8 e h~ () r (itl !: '.i ll[; ~:11 e \: ... c, (; 1 ~ t~c g:l ;~ 1.~~·-~ 5 "J.J<g :-;) l\~'o 'v eJ!lb c~r' 0 frkl(~ a.a "t:(~ 0 f cor!l :i. I'l i; 
into opeY'8.tion of the Amenc1J.f) r~: OJ"d(~r j ;;. 1(; l'lOV 2 J:i)C-';;-, This 1f:;; merely 
to en:::·lj.rl'? that when the f, ':aHl ()rds):' CC.:;l:'~ S into O~)(';l'C!t:Lon or;, 12 j.ji)VE-Eiber 

it is in its amended form. 

5. To aJ.lo~ time for printin ; 
app:covL,l of the el!"aft O:r·d cr Dj 

1 October 1979 
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l, This draft ar:1E:'nclme;-~t O:-dE.:c ::.".;i i :;,;:i.ds ':~l1e Sccial Security Benefi.ts 
Up-raung Order 1979, \\'l1ich \Jas p.i&de on 3 August J.97S r:md \'/11ioh 
comes into effect on 12 November 1979. 

2. Article 8 of the Social Security Benefits Up- rating Order 1979 
revokes the corresponding 1978 Order. The purpose of the present 
draft amending Urder is to preserve one provision of the 1978 Order~ 

3.. The amendment Order wou1.d be effec.tive from the sa.'8e date> as 
the ~ain Order, that is, 12 Nove~her 1979. 

The provisions of the amey..lding Order are a~:; fo1J.oYfs: 

~:ti~~;]e ~~. subst:J. tutc~s 8. new a::nticle [3 for artlcle 8 of the 
main Order. The effec t is to preserve from the 
1978 Order Arti~le 6 ~nd the Article 1 definition of ~he 

limit applical.,ie to the \'l1v~~s of ce.rtai.n pensiord~rs. 

'I'he effect. is to ms:i.ntai.r! at £.L~5 the amount of '·ieek.ly 

earnings which mu.st be exceed ed befo):'2: the increase~ 

wives are reduced. 
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Draft Ord('l' laid bc(or" Pm-fial1:cll[ linder [he Soria! SecurifY Act 1975, 
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DRAFT STATUTOR Y !l'JSTRUMENT~; 

1979 No. 

SOCIAL SECURITY 

The Social Security Bendi!s Up-rat1jlg 
(Amendmenf) Ordcr 1979 

Laid b(forc Parliml1cnt iii draft 

Made 1979 

Coming ill/o Opermioil 10Ih lh l'elllb~'r 1979 

Wherc,:s a draft ul the ioll ml in g ord(:':' was hid before Parliament ,),nu approved 
by resolution of each l-l,)l! se or Pc riiil mClll: 

Now, therefore , the Secretary of Sta~e for Social Services, in conjunction \\'itb. 
the TreasurY(H), in exercise or the po\\'ers conferred Li pon him by scetion j:4 
of the Social Security Act 1975 , and of ali other powers en :~ bli)lg him in tk~c 
behalf, hen:by l'.1akes the follo \'/i ng order: -

Citation {tlld commcncemcnt 
1. This order !j1aV l~c cited as the Socia! Securi ty Benefit:; Up-tating 

(Amcndmcnr)Ordcr' 1979 and sha ll come into operJtio;! en 10th No\'emlx:r 
1919. 

Subsfirutioll of Articlc 8 oOlle Socia! SeClirif ) JJ::nejirs Up-J'{'! in,\:; Order 1979 
2. For Article S of the So ci ~d S,;cll rity ~ki1cfits UiH~H ii 1g On":r J 97~)(b) 

there is slIbs(itukd-

"Rel'Oca!io!ls 
S, 111 the Social Security U C ,,~'fil ; iJp--Llti;l g O rder 1070(c) th en: .21',2 ber('by 

revol:cd Articles 2 to :;, the rc t \;';'cncl~ in /\nicie 6 iO s:;cli vi[ 3(;( i), Artic! es 7 
and S and the Scheduk" . 

1979. 

1979. 

Secretary of State for Social Services. 

Two of the Lord s Commissioners 
of Her Majesty's Treusury. 

(a) "~::scctjon 166 (5) ollhe Social S:curity Act 1975 (c,14). (b) S.L 1979/993, 
(c) S,r. 1978/9 12. 

[8.S 79/694J 
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EXPLI\NAIUKY :'iUrt, 

(Tilis ,Vole is IIO .! jl (il / uf I lie Order.) 

This Order substitu tes fo r Art :ck 8 0: t.h ,~ Social S~cur i ty Ikl1~'f~ t :; Un-rolting 
Ordtr 1979, which jlrLwideJ fo r the I'I;\'o.::, ( iO;l cf ,h~ ~(';cia! Sl'.:ml1y 8cndits 
Up-ratin; \Jnkr 19 ';8, ~: ncw Artick S. 1<4ri"¥,;,,:XCIlld ,;:s fro ,'1 the i'c ,'c' :arioll 
Art ic!e 1 (citation , C()Jl1n1('n':em clll and jlHc I'P i' C! :~tjon ) (ll1d so much o j A;ric ie 6 
as inCic:ts-:;:J to f4S th,' :1. 1110Uill or \\ ',;d:iy c an1i ll g~. which rnu~r b; \.'\ ceedcd 
bero)": incr~'it S e ~ or bCil2iit pa)<lbk \\ilh rCllrCm '~'ll pension , il1\·;tliuicy ! I ..: n~ion 
and unt" lllf\loY:l.bjjilY ~U pplC iWl1t i n r ':~I' l'Cl 0 i' certain wiws :, :-c ;'educcu by 
reference to th': \\ J \ '6 ' 2<1) Il lng'" .~ .. c.l:,..,..I-'~''''-~''~J.:;.'-1''''~'~'''~\ - '-------__ 

In 3CCOld21lCC with :cet ion 12~(3) o( ~l](' SOC!.11 S~\~ urlt y f\Cl 19,5, :1 ee,!")), Of::'. \ 

report by the G O'. : rnmeM Ac ~uar) (Cml~d. ) wa, hud 0,'(0 1"; p:l l!.am-:IlJt ) 
with tl:c draft Order. 
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CONFIDENTIAL ICf 
'. 

PS/CHIEF SECRETARY 

SOCIAL SECURITY BENEFIT UPRATING 

Principal Private Secretary 
PS/Minister of State C 
PS/Minister of State L 
Sir A Rawlinson 
Mr Bailey 
Mr FER Butler 
Mr Shepherd 
Mr Unwin 
Mr Kemp 
Miss Whalley 
Mr White 

The Financial Secretary was interested in Mr Kemp's note of 

21 September discussing the difference between the historic and 

forecasting methods of uprating. 

He has commented that the difference between the two methods 

is essentially a function of the time that elapses between the 

announcement of the increases and the actual uprating. He wonders 

whether it might be worth considering a possibility not discussed 

in the paper, namely reducing the length of this period (which would 

in itself be politically helpful), either by bringing forward the 

date of uprating or by delaying the announcement, or both. 

On a more detailed point the Financial Secretary is puzzled by the 

comment (paragraph 10 of the note attached to Mr Kemp's minute) 

that it is inherently improbable that any uprating may take place 

on a basis which over-estimates the rate of inflation. 

P C DIGGLE 
1 October 1979 



---/ 
_ Prime ¥dnister , '''; ~. :::. ' - .'-' ~- -- .. 

. - .... r'- " --

( S.s.~~!::~·J . m'_ - - - - - ", 

D1PLEMEN'1ATION OF SOCIAL SECURI'l'Y TJPRATDIG 

Cabinet asked me on 31 May to consider and report back on the possibility of 
reducing the time taken to implement social security upratings, once decisions 
have been announced. It has been a recurring cause of complaint for many years 
that "pensioners have to wait so long for their increases": it is widely 
believed -

a. that if 'de could do the job quicker, pensioners 'Nould get their 
extra money sooner; and 

b. tha t the amOll-Tit of the increase announced in the Spring is badly 
eroded by inflation by the time it is received in November, and that 
pensioners never catch up. 

Both beliefs are 'wrong. Taking them separately -

a. GETrmli- THE NOtrt.;Y SOONER 

This belief is a relic of days Hhen pensions were only uprated irreg~arly. 
It was th9n a matter for great criticism that increases which had been so long 
waited for should be delayed still further by administrative processes -
partic~larly as there was no certainty about how long pensioners would have to 
wait for the next increase. 

But we are now fixed on an annual uprating cycle. Pensioners are assured by 
law of an annual review and of inflation-proofing as a WlDlmUID once a year. 
Current practice is to uprate ec.ch November. There is nothing in lavl to hold 
us to that month, but in practice it has proved convenient -

i. it allows adequate operatior.al time, following a Budget annolmcement 
in the Spring, during a period \~hen other seasonal pressures on local 
office staff are at the i r heaviest; 

ii. it puts extra money into pens ioners ' pockets at the begip~ing of 
winter. 

The acUninistrative task for DESS is to implement the annual uprating as 
economically as possible, and it is strictly i0~aterial to pensioners, and 
the amount they receive, how long the Departl:Qent takes over it. Even if we 
could uprate quicker, we still would not wish to pay the increases any sooner 
because of the extra cost of paying higher pensions from an earlier date. 

If we wanted for some reason to shift the uprating to another month this could 
be done without legislation, but only by making the uprating eariier than 
November, because the laH requires an uprating at least once a year, and the 
change could not therefore be made by delaying the up:cating beyond November. 
This shortening of the gap between upratings at the time the change was made 
would~ have _a si[;Yl .ifica:lt p'.1.blic expendi "ture cost. 

! 
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b. MAINTAINING THE VALUE OF THE PENSION AGAINST INFLATION 

I am obliged oy la~ to increase pensions and other benefits each year 
"at least to such extent as [I thinkJ necessary to restore their value" - which 
means that the amount fixed for next November must be aimed at restoring its 
value then to at least what it was last November. In other words, the law 
provides for inflation-proofing over the whole twelve-month perioG, and there 
is no erosion or loss during the period between announcement and implementation , . 1 
a forecast is made of inflation over that period, and it is allowed for. 

This process does not of course protect pensioners against the impact of 
price rises as they occur between one November and the next - it compensates 
for them after an interval. This is a difficulty which is particularly acute 
this year, when large VAT increases in }~y will not be compensated for until 
November. But the only solution available would be to have more frequent 
upratings, and this is ruled out on grounds of cost alone. 

Thus the bvo main groU-TJ.ds for complaint about the time ta.1(en to implement 
an uprating are misconceived; and we should try to meet criticism by explaini~g 
this, rather than by apologising for the time taken. There are in fa.ct good 
reasons for the time taken, and I attach a note of explar.ation. The uprating 
process at present requires virtually the whole of the interval between a 
Spring Budget and November. The possibility of reducing this time has been 
examined many times in the past, in particular by a team led by Sir Richard r~€yjes 
of Shell when he headed the group of businessmen that advised the 1970-74 
Conservative Government -on-efficiency. No-one has been able to come up with 
a cost-effective solution: a quicker uprating can only be achieved at a higher 
cost in staff and other administrative expenses. 

A shorter uprating period would offer two theoretica l advantages: 

i. we would have more flexibility to upr a ~~e Dor e oftE:r. than once 
a year if we wished. But expenditure cons t raints rule that out 
anyway; 

~1. we should be able to reduce the period between annOU-TJ.Cem8nt and 
implementation, and so shorten the period for which we had to 
forecast the rate of inflation. This would reduce the risk of error 
in the amount of the uprating. But in practice it has always been the 
wish of Chancellors in recent years to make the announcement at Budget 
time. 

With our present systemo a shorter uprating period involves a higher cost in 
staff time: but computerisation of the payment of incapacity and supplementary 
benefits, for which we are preparing a pilot scneme, may help us to do the job 
quicker and more economically in the future. That lies some years ahead, and 
in the meantime we shall have to operate on the pre cent timetable. As I have 
explained, this does not penalise pEnsioners in any way, and it is the cheapest 
and most efficient way of doing the job. 

I am copying this to Cabinet Colleagues and Sir John Hunt. 

2 October 1979 rr 
2 



TU1E TAKEN TO UPRATE BENEFITS 

The uprating process has to cover all social security benefits - not merely 
pensions - because they interact on one another. The time needed overall is 
therefore determined by the benefit that requires the most complicated and 
time-consuming work ("the slowest ship in the convoy"). This is supplementary 
benefit, where every case has an individual assessment which is affected by 
changes in other social security benefits. There is no alternative to examining 
and reassessing three million supplementary benefit cases individually at each 
uprating. This is a complicated task and has to be done by experienced staff 
in additLon to normal work. 

J 7:;L. , ' . . ,..' ~. 

I 
i 

. ; , 

I 
After reassessment, payment documents at the increased rates have to be prepared 
and sent to beneficiaries. 110st supplementary benefit payments are made by 
order books lasting for 26 weeks, and each case is reviewed once every 26 weeks. 
The most economical way of paying uprating increases is to include them when 
cases come up for renewal in the normal course. They can then be "taken in 
stride ll without any extra staff time spent on special and expensive additional 
payment measures. This also spreads the examination and reassessment work over 
a 26 week period, and keeps to a minimum the extra staff time required for the 
uprating. 

'\ 

The work of renewing an order book has to start three weeks before the 
old book eAyires, to allow for the renewal process of identifying and examining 
cases, preparing books, and sending them through the post to beneficiaries. 
Further, more than half supplementary benefit cases are pensioners, and before 
uprating calculations c~~ start in local offices the individual pension rate 
for each case (~~der the new pensions scheme) has to be worked out by computer 
at Newcastle Ceniral Office and sent to the appropriate local office. This 
takes about four ",'eeks. 

Thus the time neeced to uprate suppl emen tary uenefits in the most economical 
way is:-

Total 

26 weeks ( examination and reassessment during payment renewal cycle) 

plus 

3 weeks (to ensure arrival of or der books befor e fi r st payment dates) 

plus 

4 weeks (calculation and notification of retirement pension increases) 

33 weeks 

This can just be accommodated in the interval between an early Budget 
announcement and a November uprating. It is possible to uprate in less than 
33 "leeks by applying extra staff time, but the cost of doing so rises for 
each week by which the period is shortened. For example to shorten the 
uprating period from 33 to 20 weeks would require the reassessment of supplementary 
benefit cases to be completed in 13 weeks instead of 26; 2100 extra staff would 
be needed for those 13 weeks, and there would be substantial other expenses, 
eg higher Post Office charges of more than £1 million. Leaving aside considerations 
of cost; it would be most unlikely that such an amount of extra s:~ff time could 
be found for a short period in the year. r 

__ 3 

i, •. 



,/ 

'> : C ', .... , .L! 0 , ! 

~PS/FINANCIAL SECRETARY 

SOCIAL SECURITY BENEFIT UPRATING 

.... ~ OCT 1919 

cc Principal Private Secretary 
PS/Chief Secretary 
PS/Minister of State (C) 
PS/Minister of State (L) 
Sir Anthony Rawlinson 
Mr Bailey 
Yrr FER Butler 
Mr Shepherd 
Mr Unwin 
Miss Whalley (or) 
Mr White 

May I just comment on the two points the Financial Secretary raised on my note 

of 21 September, recorded in your minute of 1 October. 

2. First, the Financial Secretary's point recorded in your second paragraph 

about the awkwardness of the long delay between the announcement of an uprating 

and that uprating taking effect is a good one. This is a matter which Cabinet 

earlier this year asked Mr Jenkin to look at, and I understand that he now has 

a paper which he may be circulating to his colleagues shortly. (This exercise 

is in fact referred to in paragraph 3 of my covering minute). In advance of 

our getting that paper I will not go into the various considerations in detail; 

they are however complex turning on the administrative task involved in an 

uprating, the problems of the timing of the uprating announcement with other 

announcements usually made at the time of the Budget, and indeed the Budget 

arithmetic, the fact that November is, in oocial terms, a good date to make 

an uprating, and the more gritty fact that to bring the date of the uprating 

back can be a very expensive business in the year in which the change is made. 

However I understand that Mr Jenkin's paper will deal with all these consider­

ations and Ministers will have a chance to discuss them. 

3. On the Financial Secretary's second point about the remark in our note 

that it is "inherently inprobable that any uprating may take place on a 

basis which over-estimates the rate of inflation" I think we have to plead 

guilty to a touch of cynicism. Of course in theory forecasting is an object­

ive science, and one should be as likely to make an excessive estimate of 

what actually happens as an under-estimate. In real life, however, it seemed 

to us that a combination of a belief in (or fear of) self-fulfilling prophesies, 

coupled with a natural wish to assume that policies will succeed, would - and in 

fact does - lead to a tendency to under rather than over estimate inflation. 

E P KEMP 
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CUNtlDENTlAL cc Principal Private S~~ 
Financial Secretary • 
Minister of State (C) 
Minister of State (L) 
Sir A Rawlinson 
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Mr Unwin 
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Mr Wbi te (./" 
Mr Ridley 

Treasury ChamhpJ"s, Parliament Stn~et. S~lJP 3AG 

T P Lankester E8q 
Private Secretary to the 

Prime Minister 
10 Downing Street 
LONDON 
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IMPLEMENTATION OF SOCIAL SECURITY UPRATING 

12 October 1979 

• 

The Chief Secretary hal!! seen the minute of 2 Oc{~ber by the Secretary 
of State for Social Servicel!! to the Prime Minister, and agrees that 
the present uprating timetable mUl!!t remain at least for now. 

However, he notes that while for the immediate present the need to 
uprate Supplementary Benefit manually dictates the broad timetable, 
thil!! may not necel!!l!!arily be 80 in the future. Clearly the applica­
tion of computer bal!!ed techniques l!!hould in the longer term lead to 
quicker and more economical implementation of uprating decil!!ionl!!. 
Any additional flexibility which thel!!e development8 might afford the 
Government in the handling of one of the main expenditure decisionl!! 
would be valuable and no doubt the possibilities will be kept under 
review. The Chief Secretary would like to be kept in touch with 
development8. 

I am copying this to the Private Secretariel!! to members of the Cabinet 
and to Sir John Hunt. 

~ n·\.~~, 

(hA~ Pi~,-
A C PIRIE 

CONFIDENTIAL 



.1 't/{ ( 
TREASURY. 

-; r'-J.~l~ 

: --- ----. '-..r~ltt - · · -
-, , , . 

10 DOWNING STREET 

From the Private Secretary' ( 

Implementation of Social Security Uprating 

The Prime Minister has now had an opportunity to consider your 

Secretary of State's minute o f 2 Oc tober on the above subject, and 

she has also read the Chief Secretary's comments as recorded in 

/x:: " Alistair Pirie's letter of 12 October. 
--------------- ---

In the light of the explanation set out in Mr. Jenkins' minute, 

the Prime Minister agrees that the present uprating timetable should 

continue for the time being - at least until computerisation makes 

it possible to operate a shorter timetable. 

I am sending copies of this letter to the Private Secretaries 

to members of the Cabinet and to Martin Vile (Cabinet Office). 

Don Brereton, Esq., 
Department of Health and Social Security. 
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PS/Minister of State (L) 
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I"lr Bailey 
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A C PIRIE 
23 October 1979 
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cc CHief Secretary 
Financial Secretary 
Minister of State (Ll 
Minister of State (C) 
Sir Douglas Wass 
Sir Lawrence Airey 
Sir Fred Atkinson 
Sir Kenneth Couzens 
Sir Anthony Rawlinson 
!vIr Bailey 
Mr Unwin 
Miss Brown 
Mr Shepherd 
Mr Middleton 
Miss Whalley 
Mr Ri dley 
Mr Cropper 
Mr Cardona 
tv!r Fol ger 

SOCIAL SECURl1'Y UPRA'II NG - YOUR HELTING TdS AFTERNOON 

In paragr aph 5 o f his minute of yesterday Mr Hall rec0rds your request t hat in 

ad vance of your meeting at' this afternoon we shouJ ci look at : -

i . Varying the basis of benefit uprating by the TPI or some 

equivalent , and 

ii. Abandoning indexation ln t he area of social security 

benefits. 

2. My notes of 26 July and 21 September disc uss ed in detail the possibilities 

of making savings, or at least re i ni ng back t he growt h in, t his immense social 

security programme. The conclusion, ge nerally speaking, was that worthwhile 

savings could only come about either by restrict ing eligibility to benefit 

(eg raising womens pension age ) or uprati ng l ess ge ne rously than at present. 

Your present request deals wit h the l a tter. 

1 . 
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3 . The real question is whether, and if so in respect of which benefit, Ministers 

are prepared to abandon price protection as represented by the RPI. Anything less 

t han such protection reduces beneficiarie s' standards of living absolutely. This, 

of course, is not necessarily inc onceivab l e. T!1e question is one of "absolute" 

versus "relative" poverty. The original Beveridge concept was one of absolute 
1 

{leed, so that, 35 years on, one wou ld expect t o see a great deal less spent on 

this progrwnme. But since Beveridge and perhaps more importantly in recent years , 

the concept has tur ned int o a relative one; the poor are not people who in absolute 

te rms cannot acquire the necessities ; they are the bottom (say) 10 per cent in terms 

of income of the popula tion. Thus they a re "always with us"; the concept is dyna­

mised. Its justification (as s et OU1;, ::'or instance, the recent annual report of 

the Supplementary Benefits Commission) is that pe ople "must have an income which 

enables them to part i cipate in the life of the communityl' - which carries with it, 

inescapably, the notion t.ha t as standards and the communi ty as a whole increase 

so benefits payabl e to the poor should increase to enable them t o keep step. And 

present Ministers, in the context o f the plan to restrict statutory requirement 

to uprate pensions in line with prices rather than the better of prices or earnings, 

have said that i t is the intention to e~able penslone rs and other long term 

be neficiarie s (but not , oe it noted, short term beneficiaries) to share in the 

inc reased living standards of t he count ry as a whole . 

(t . I conclude that w:nile "at imposslble it wOldo be very difficult for Ministers 

to move away from RPI pn ce protect i oxl, but thi:C3 might be 1.8sB difficult ( though 

still very far from eas y ) in the case of shor t. te rrIl bene fits rather than l ong 

te rm benefits . Against thi s background I com~ent on yuur t wo pos sibilit ies. 

5 . Use of the TPI . There seems to me to be very litt le logic in using the TPI 
... ' b i' pOlssiblll, b ,. -'l\.. ~lP I d ' d . th . 
~or upratlng any ene 1 ts excep I ern u 'ene11 t . 'l l.e 1 1 S eSlgne Wl tax 

payers in mind, and specifically exclude s people " ho do not pay t ax. Therefore 

it cannot logically be presented as maintaining stanoards of living in relation 

t o price movementE (as can the RPI, though with impe r fecti ons) and for benefits 

other than chi ld benefit if it \-Jere wi~3hed. t o uprate by less than t he RFI using 

the 'J'PI does not s eem to be the best approach. It would be better to be quite illogxal 

tJo For child benefit (nearly £3 billion per annum) the arguments may be rather 

diffe re nt . Most chi ld benefit recipients do pay tax . Moreover child benefit 

has been excluded fr om the scope of the TPI , so in l ogic if one wishes t o leave 

2 . 
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it neutral so f ar as standar ds of living go, it ought to be uprated only by the 

TPI. And there is , o f course , no statut ory or customary practice or undertaking 

t o uprate child bene f it by any particular measure, or indeed a t all. However the 

difficul ty in uprating by less than the RPI lies not in the 90 per cent odd of 

t he recipients who pay tax , but in the 10 pe r cent or so who do not, and for whom 

child benefi t is a most important st rut of i nc ome support. Uprating by less than 

t he HPI would l ead t o accusat ions that the staJldard of living of these people was 

being eroded. However this is some thing whicil. could be tackled. Under present 

rules, indee d, the le vel of child benefit is immaterial to those on sickness, 

unemployment ana supplementar y bene fi t, becau,,;e the di fference is made up through 

the child dependency allowance . .i conclude t!lctt ii' Ministers wanted to uprate 

child benefit by less than tile RPI it might be pOBsi ble to use :he TFI , but again 

it would be preferable to "go i.1Iogic-al". 

7. Abandoning indexati on . T~is brlugs me to your secone point . Sub jec t t o the 

pol itical c onst raints I discuss above, it .. /OuIe be very easy to abandon indexation 

and simply go back to the pre - 1972 dayc whe~ upratings were decidea ex grat ia by 

the Government of the day. The change to formula was made with the ob j ec t ive of 

" ta-<ing pensions out of poli tics!! bue it is argua.ble !lOv: far it na.s s ucceeded 

even in this and certainly it is likely to have been -pretty costl y in mone y and, 

possibly, work incen;;~ves . If one diu abanaon indexatior. completely, increases 

could of course still be g lven from time to t ime : these might be based on the 

"absolute!! need apprOaC!l di s cussed above, or on the sort of ia.ea l"rhich r--lr Ridley 

floats in his note of YCGLerday, 80 as to give bene f lc i aries collectively a 

certain fixed prolJOrtion of natioflal earrllngs, or possibly of public expendi t ure, 

and distribute it within that tolal . The difficulties in the approach are obviously 

immense, but it wo uld at least rein back the proportionat e increase in the programme. 

8 . Alternatively semi- indexing might be possible. Thus one might uprate every 

ot her year instead of annually; thi s would retain a ves tage o f price protection, 

albeit not too cor.v i ncint"~_ :. . Or one could uprate f ully every other year, but 

give s~me kind of.( 3mall ) i nterim i ncrease in the intervening years . Other 

approaches might be de vised . 

9 . At the end of the day, however, the difficulty probably lies more in the will 

than in the way. Tile poverty lobbies are articulate and well organised~ Ministers 

have already tMe n one ve ry big step i n deciding to remove the earnings link so far 

3. 
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as pensions and long term benefits go, which lS going to be pretty controversial 

as i t goes before Parliament in the next few months. In the context of that 

proposal under takings have had to be given - and will most certainly have to be 

r epeated - that at least price protection wil l remain. There is more than one 

way, as I say, of interpreting the phrase "price protection", but to go for 

anything othe r than annual price protect ion using the RPI will be very con­

tentious indeed. But this is not to say, of cour se, they could not be opened up 

wi th Mr Jenkin j the dra ft lette r s ubmitted to you on Friday was, however, framed 

on my understanding that you did not think the time was quite right for this. 

Short term benefits could be slightly less difficult: and indeed the possibilities 

here will be examined in the course of the work Ministers have commissioned on 

work incentives and the lower paid. 

'1 0. You will know, of course, tha t so far as c on t r ibutory benefits are concerned 

cutting or s l owing up t he growth i n outgoings, though it helps reduce public 

expenditure, does not help with the PSBR. This is because contributions would 

fall too . On the other hanG, the t' t. axable capacity" left by the reduced 

contributions cou:d be usee to support increased taxat i on elsewhere - or indeed 

co uld be left as an absolu te' avantagc to 8mployer ana employee in its own right . 

11 . Legislation would of cour50 be nC8cea l~ there were LO be any wi despread 

departure from ~PI price pro~ecLi o ~ . As you K~OW so far as supplementary benefit 

goes, hOvJever , l"i r Jenl'lirl CUJT8Ltly propoE.es :'0 move ir; the opposite direction so 

as to make price protectio:. st:llutory ""Here it i.s ::ot so at the mome nt . 

~--
pp E .P KEMP 

:)0 October 1979 

Note: Mr Kemp ' has not s e e n this minute due to his absence at a meeting. 

'., J 
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PRINCIPAL PRIV~~~CRETARY 

NOVEMBER 1979 UPRATING OF SOCIAL SECURITY BENEFITS 

cc PS/Chief Secretary 
Sir Douglas Wass 
Sir Fred Atkinson 
Sir Anthony Rawlinson 
Mr Anson 
Mr Bailey 
Miss Brown 
Mr Butler 
Mr Lovell 
Mr Shepherd 
Mr Unwin 
Miss Whalley 
Mr A M White 
Mr Scott 

I am afraid that in preparing the attachments to my minute of earlier today 

bb 

we have somewhat over- simplified some of the arithmetic. The table attached 

to the minute is correct so far as the pounds and pence go, but it is not 

correct to get at the effective uprating for long term by adding 12.2 per 

cent to 1.9 per cent, or for short term by adding 12.2 per cent to 1 per 

cent. The way we have to proceed is to rebase the November 1978 pension 

taking account of the 1977-78 shortfall, and then uprate the resulting figure 

by 12.2 per cent being the 1978-79 forecast; the calculation is thus more 

complex than straight addition. The figure of 14.1 per cent and 13.2 per cent 

are slightly understated. 

2 . In the light of thi s the footnote to the table should read:-

v 
/ "These rates include correct i on of November 1977 - November 1978 

forecasts, and thus provide for an i ncrease of about 14.3 per cent 

(12.2 per cent for this year coupled with 1.9 per cent shortfall) 

for long term benefits, and about 13.3 per cent (12.2 per cent 

coupled with 1 per cent shortfall) for short term benefits". ~ 

4. At the same time paragraph 5 of the draft letter should be amended to read:-

~ "In the light of the Cabinet conclusions, therefore, the November 

uprating should provi de for i ncreases whi ch r eflect the agreed allow­

ance for shortfall, and 12.2 per cent uprating for both long and short 

term benefits". \/ 
i' 

5. I have conveyed the gi st of this to Mr Hall already . 

~~ 
EPKEMP . " 
26 November 1979 
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CHANCELLOR cc: Sir Anthony Rawlinson 
r~r Bailey 
Mr Kemp, -

Mr Ridley 
Mr Hall 

LINE FOR PRIl'ltE MINISTER fro TAKE IN WEEKEND HORLD 

INTERVIEW: 6TH JANUARY 

After discussion today with officials, you decided that 

the Prime Minister should be recommended to take the following 

line in Sunday's Broadcast if pressed on the question of 

bringing the recipients of short-term social security benefits 

into tax and/or of raising these benefits and pensions in 

November by less than that suggested by the increase in the RPI:-

ei) Recipients of short-term benefits were not 

currently subjec t to taxation; 

(ii) The Government regarded it as quite legitimate 

(iii) 

to look at bringing short-term be~efits 

into tax; 

If pressed on the question of whether the 

Government woul d continue to protect fully 

pensions and/or short-term benefits: 

the Government had done so in the past, and 

would endeavour to do so in the future, 

though this must depend on the success of 

the Government's policies and the 

strength of the economy. 

2. I communicated this to Mr. Sanders at No. lO who said he 

would bring it tc the Prime Minister's attention. He said that 

the Prime Minister were to adopt and be forced to deploy this 

line it would almost certainly be interpreted as repres e nti~g 

a movement from the current position, as expressed in the 
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Social Security Bill. He recognised that though such a 

change might in the e vent be required if the social 

secu!'ity progranune we re to yield the sa.vings assumed in the 

current Public Expenditure exercise, the Prime Minister 

might well judge it inappropriate to hint at any movement 

in the Government's position at the present juncture. 

3. You may judge it appropriate to speak directly to the 

PM before Sunday. 

fI 

~.I.~· 

R. 1. TOLKIEN 

4th J a nuary 19 80 
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) DRAFT V1E1'10RANDll1 BY CHANCELLOR OF ~HE -EX-CUEQ'tT.8R AND SECRETARY 
11 

OF STATE FOR SOCIAL SERVICES 

,;/ 

THE NOV'EI1BER 1979 UPRATING OI<' RETIREI'"lENT PENSIONS AND OTHER 

LONG-TERM BENEFITS 

Background 

1. legislation required that the uprating in November 1979 of 

retirement pensions and other lont;-term benefits ( eg invalidity 

benefit for the long-term sick) should be in line with an estimate 

of the higher of the rise in earnings or the rise in prices over 

the 12 months from November 1978. Our estimate was that prices (at 

17.5 per cent) would run ahead of earnings. The figures,:now 

available show that in fact earnings went ahead of prices: 19.2 per 

cent (provisional) compared with 17.4 per cent. 

2. We In fact increased penslons by 19.5 per cent, but this 

included a 1.9 per cent increase to fulfil our campa:q?::n promise to 

make good the shortfall in Labour's 1978 uprating. But the 

Opposi tioD have already said tl18t tIle earn irws figure shows a further 

"shortfall" and are pressjJl'.,: j , e : I ' ' " , . ; , ' f·ntions. 

3. We need to decide what to do and when to announce our decision. 

Consideration 

4. There is no legal requirement to make good a shortfall due to 

an under-estimate of prices or earninc;s movements. 'vIe have no 

statutory or political commitment to take action. To make good would 

cost £1 65 million in a full year and add significantly to our 

problems in bringing public expenditure under control. 

5. Long-term benefits do not lose value as a result of the .. 
II shortfall since the rise in prices over the 12 months to November 

1979 was 17.4 per cent. The uprating has therefore met our pledge 

to price-protect pensioners. 

/6. 
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6. we are removing the link with earnings in the Social Security 

Bill now before Parliament, as we announced in the Budget last June. 

7. Our view is that, particularly in view of the public expenditure 
" ,I 

implications, we should not make good the 1979 shortfall. 

8. We could defer an announcement until the full details of this • 

year's uprating are given at the time of the Budget statement. But 

the Social Security Bill is nov! in Committee and the debate on the 
provisions relating to uprating (Clause 1) will lead to pressure to 
declare our intentions. rrhere is in fact an Opposi t,ion amendment 
which would require shortfalls to be made good. 

9. The Chancellor and I are 1n favour of an announcement as soon 

aspb~sible to Cet the mstter out of the way. 

Conclusion 

10. Colleagues are invited: 

(a) to agree that we do not make good the shortfall in the 
:November 1979 rates of long-term benefit; and 

( 0 ) to agree that we announce this decision as soon as 
possible. 



cc Chancellor of the Exchequer 
Financial Secretary 
Minister of State (C) 
Minister of State (L) 
Sir Douglas Wass 
Sir Anthony Rawlinson 
Mr Bailey 
]VIr Butler 
Miss Whalley 
Mr White 
Mr Ridley 
Mr Cardona 
Mr Davies (IDT) 

SOCIAL SECURITY - NOVEMBER 1979 UPRATING - POSSIBLE PRESSURE TO 

RESTORE SHORTFALL 

I .. . ' 

The Chief Secretary has seen your minute of 17 January. He 

has noted and agrees with your advice and the line being 

taken in briefing for no 10. 

/hl 
A C PIRIE 
21 January 1980 
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MR. WHITE ' 

Mr. Ke mp 
Miss Wh a lle y 
Mr . C.D. Butle r 

NOVEMBER 1979 UPRATING OF LONG TERM BENEFITS 

The Chancellor has seen the draft memorandum for him 

to submit jointly with the Secretary of State for Social 

Services to t ~ e Cabinet , which was passed to me yeste r day . 

He is broadly content with the draft, subject to one point . 

That is that the Gove rnment's r esponse to the Opposition 

amendment should be confined to saying nothing mo re than 

that the Govern~ent would not ~ake good _the shortfall . 

This would leave the Governmen t's hands free for decis ions 

a bout the future . 

2. We agreed th&t the addition of the following sentence 

to paragraph 8 would adequately reflect this point : -

"In resisting the amendment DHSS Ministers would 

make it clear that our pledge to protect the 

pensi on against increases in prices was a 

minimum commitment and we would retain the 

dis c ret i on to do more when circumst.ances permitted . " 

( R . 1. TOLKIEN) 

22nd January, 1980 
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cc Chief Secretary I s. S. C S. 
Financial Secretary 
Minister of State (C) 
Minister of State (L) 
Sir Douglas Wass 
,sir Anthony Rawlinson 
Mr Bailey 
Mr Littler 
Mr Butler 
Miss Whalley 
IvJr White 

THE NOVEt--lBER 19'79 UPRf...TING uE' Ri::T lRE!'1ENT J:ENSIONS AND OTHER LONG TERt--1 BENEFITS 
C(60)6 

This is a joint paper by your<:;(; j f <'li',0. Ul(' 0c'c ret.ary 01 State f or Social Services. 

It discusses the si tua t ior, that !lac:; a !" l.3eL 1,0\\' tnat the p r ovisional earnings figur e 

fo r November 1978 and Novernber 19',7() ,:,; Yl . ' 1 r~ :,' ee riC has tu rned out to be higher 

than the forecast of prices made at the time of the Budget (17 . ~ per ce~t) . s o 

that had the out t urn bee n (.::o1'1'ectly forecast the long tenr. social sec urit y up -

'Tile ques t ion f or decision is wn.ether Lr.l. !:) ft:3nortr'~Jll '! 3.:toulci be made g ood in the 

1980 uprati n[; . Yo\.; a nci 1'1r ·J e ::r: j :; poi: . ,- o :.n : tlb~. t nere i.S r.o l e gal or othe r 

obligation o n the Govenlment t o !lial-::e t nls t;c oc ; ( he c ormr.i tment to price protect 

pensioners has bee n fulfilled l i ~ fae l S l lght Jy over fu l f i lled - the upra t ing 

was 1'7 . 5 against actua l '1'/ . 4 pel' cent) cU;Q that lfl prese !!t public exper,o.iture 

circumstances there is no justification at al l f or an inc rease of the order 

required ... ,hich would cost £16 5 rnlllion in a full year . You propose that an 

early announcement should be made of this , a nd that the announcement should 

indicate the Government's disc ret ion to increase by mo re t han price protection 

when circumstances permitted - which , imrl ic i tly , they do not at present -1/ It 

se ems unlikely that. anybody wi ll chal lenge your proposals . But if they do you 

may wish to draw on the fol l owi ng argumen ts :-

a . The Governme nt ' s posi t i o r: is that pensioners should be 

price protectea . They have been price p ro t e cted . 

1 • 
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b. The decisiol. to remove the earnings link 'vJac made and 

anrwl.lriced elt Bu.dget time last year at the same time as 

the November 197Y uprating was announced. This was based 

on collective agreement beforehand. There is no ~eed now 

to go bacK on that agre ement. 

c. The Social S(;curi ty nil: r~o ~,v' before Pal"'liarner..t removes the 

en:-ning li:l..i.;:. I', "louIn be perverse if at the SeJlle time the 

Goven,mer:t ac ted as ~tlOugh the eo.rnings link irJaS still there. 

d. Making good ttc "shortfalL!! wouIe add substa;;tialLy to public 

expenditure Ht a time ' as the same Cabinet will know) when 

every effort is beil.g maGe to hold it bacK . You are putting 

forward no proposals in the public expenditure operation that 

would give n<iremeLt pensioners less t.har; price protection, 

so there is [,0 f! ~,;",:eeL',"rjt;r" required . Inueed your proposals 

l et re tiremer.l pe~sionprs off lightly compared wi th some 

~)horLfall. 

term public exp~cd i ture contra], not to create any prece~ent 

or expectation that shortfalls of this sort are maGe up . 

Where 'tIe have the "forecast" methOd 0:' uprating (whether for 

social security beneflts, student grants, or whatever) short­

falls and long-falls will aLways arise. But it is the nature 

of the thing th~t wh~le Government will always be pressed to 

make up Short-falls, t hey will aLways fino it extremely 

difficult to cla~ bacK long-falls. If the short-falls are 

made up but the long-falls not clawed back a ratchet effect 

emerges, so that the benefits inevltably taKe off over time . 

This must be avoided. 

CONFIDENTIAL 
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The question of the liming of a~ announcement is for politi~al decision. You 

Nr Jenkin propcse an announcement as s oon as possible . This seems right; the 

longer the matter is left outstandi:lg t.he more attention wil.l be aroused and the 

more pressure will be created . It woule be be tte r to scotch the suggestion quickly. 

" 1.... . 

S P KENP 

1930 
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cc Chief Secretary 
Financial Secretary 
Minister of State (C) 
Minister of State (L) 
Sir Douglas Wass 
Sir Anthony Rawlinson 
Mr Bailey 
Mr Littler 
Mr Butler 
Miss Whalley 
Mr White 

NOVEMBER 1979 UPRATING RETIREMENT PENSIONS AND OTHER LONG TERM BENEFITS -
c(80)6 

This is a joint paper by yourself and the Secretary of State for Social Services 

proposing that nothing should be done in respect of the "shortfall" which might 

be claimed to have arisen on the November 1979 long term benefits uprating due 

to the fact that as it turned out the November 1979 on November 1978 earnings 

increase at 19.2 per cent was bigger than the forecast of prices increase 

(17.5 per cent) made at the time of the Budget. 

2. This was on the agenda for Cabinet last week, and my note of 23 January 

contained briefing. I am not quite clear why it is up for discussion again. 

I had thought that the matter had been settled; and indeed in a written 

Answer on 25 January (copy attached) the Secretary of State made it clear 

that the Government did not propose to make good this shortfall. We had 

hoped that this closed the mat ter . The only relevance it might have for 

tomorrow is in connection with any suggestion that might be made, in the 

current public expenditure operation, that after all retirement pensioners 

should be given less than full price protection. This is an option which 

your Cabinet paper discards, principally in the light of the various commit­

ments that have been given. The refusal to make good the earnings shortfall ~ 

does not, of course, in any way break a pledge that pensioners should be 

price protected, but it might have some relevance to any attempt by other 

Ministers to reopen that matter, in that although the savings cannot in 

anyway be scored in the current public expenditure operation, it could be 

said (and indeed has been said in the House ~ that this refusal is a form of 

public expenditure cut aimed at retirement pensioners. 

E P KEMP 

30 January 1980 
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Dr. "aughan: ] have no plans at 
pramt for ~uch a visi t. 

lfo~pilaJ B{-d~ 

Mr. Butcher asked the Secretary of 
State for Social Services how many hos­
pital beds are available in the National 
Health Service currently compared with 
1974 and 1970. 

Sir George Young: The average daily 
number of beds available in National 
Health Service hospitals in England in 
1978. the latest date for which figures are 
available. was 369.235 compared with 
396.235 in 1974 and 423 .621 in 1970. 

Kidney Transplants 
(Dut\\ich Hospital) 

Mr. Churchill asked the Secretary of 
State for Social Services wbat is the latest 
posIllon following tbe suspension of 
k idney transplant operations at Dulwicb 
hospital up to J April. 

Dr. Vaughan: ] refer my bon. Friend 
to my replies to tbe rigbt hon. Member 

for M jt:;}I.J;}AO IWe (Mr. 
Morris) UO!l:JV ;:>iscussions 
are taL .. ., r-- _ he British 
Kidney Patients Association and the com­
missioners for the Lambeth. Soutbwark 
and uwisham health area.--{Vol 976. ! 

c.657-8.] 

Consultan.s 

Mr. Omrchill -asked lhe Secretary of 
State for Social Services if he will publish 
a list giving (he numbers of consultant .1 
medical and dental staff in each region i 

of the United Kingdom, and the figures 
for each expressed 'n terms of consultants 
per 1.000 of popUlation. 

Sir Gemge Yount:: I only have these 
figures for Great Britain. and they are 
set out in the table attached. Number6 of 
consultants are expressed 1n whole time 
equivalent6 as · at 3D September 1979. 
More detailed ' figUres for 1978 for 
England and Wales ' are in the regional 
tables in the Library. and I wiJ] be placing 
the 1979 tables there as soon as they are 
available. 

HOSPIlAL MWICAL .A"iD Do.JAL Q)"ISULTANTI>, AND SHMOs AND SHDOs WITH ALLOWANCE IN GR£.AT 
BRITAfN ANALYSIS BY REGION SHOWING WHOU'-TrMI: EQUIVAUNn' (W.l .E.) AND W.T_E.fJOO.OOO 
f'OPULATIONt AS AT 3D SEPTEMBER 1979 

K'.t.e., 
. Dema! 

IW.I e.} 

Medico! JOO.OOO I {)() . (}(j(J 

K'.t .e. population .... I.e. population 

England and Walcs 
London Post-Graduate Teaching H o;p'itals :: 

]1,243'4 22·9 394·2 0·8 
313·6 Not , 19·6 Not 

applicabk applicable 
Northern 729·1 23·5 24·7 0 ·8 
Yorkshire ' 749·3 21·0 29·6 0·8 
Trent 823 ·3 18·2 28·6 0 ·6 
East Anglia 428·8 23 ·3 to·5 {l'6 
Nonh West Thames 909·8 26·5 18 ·3 0'5 
North East Thames 959·1 26·0 33 ·8 {j'9 
South Eas t Thames 889·9 25·1 35·1 1·0 
South West Thames 650,'<; 22 ·8 22 ·3 0·8 
\\'essex ... 591 ·1 '22 ·1 ' ]7,3 0'0 
Oxford 472 ·5 '21·0 13·9 0'6 
South Western 6J5 ·7 19 ·3 25·5 0·8 
West Midlands ' " J,056 '4 '20 ·5 42·8 0·8 
Mcrsey ... 524· 1 21·3 18·4 0·7 
Nonb \\'es tern .. . 915 ,'<; 22·7 34·4 0 ·9 
W ales 614·1 22·2 19'5 fI ·7 
Scotland! 1,708 ''<; 33·2 . 56 ' 2 }·O 

FO<Jtnote : 
• Figures include permanent paid whole time and pan time honorary staff in post at 30 September. 
t Population figures relate to mid 1978 estimates (later figures not yet available). 
t Figures for Scotland are provisional 

Pensions and Benefits 

Mr. Peter LloJd asked the Secretary 
of State for Social Services whether the 
Government proposed to make good the 
r;hortfall in the November 1979 uprating 
or retirement pensions and the other long-

22 G 2 

term benefits arising from the under­
estimate of the rise in earnings in the 
year to November 1979. 

Mr. Pal rick Jenkin: No. There is no 
legal obligation to make up this shortfall 
which. it i~ estim.ted. would cost £195 
million in a full year. We fully complied 

with the statutory requirements when up­
rating retirement pensions and other rng­
term benefits in November 1979. 
... .J 
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