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1979-80 C a s h L i m i t s : C i v i l S e r v i c e Wages and S a l a r i e s 

B A C K G R O U N D 

Y o u have a s k e d ( M r . L a n k e s t e r ' s l e t t e r of l Z t b June ) , that th i s 

sub jec t , r a i s e d i n c o r r e s p o n d e n c e , s h o u l d be d i s c u s s e d at C a b i n e t th i s 

T h u r s d a y . T h e r e has been no t i m e to p r e p a r e a f u r t h e r p a p e r . The r e l e v a n t 

c o r r e s p o n d e n c e s t a r t s w i t h the S e c r e t a r y of State f o r S o c i a l S e r v i c e ' s l e t t e r of 

30th M a y ; the o the r i t e m s a r e l i s t e d on the A g e n d a . 

2. The h i s t o r y of th i s c a s e beg ins at C a b i n e t on 17th M a y . S u m m i n g that 

up you s a i d ' that the t e m p o r a r y ban on 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 xpend i tu r e 

on 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 found i t i m p o s s i b l e to a ch i e v e t h i s , 

i t was open to h i m to sugges 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 

ways of s e c u r i n g e qu i va l en 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 ing s he was r e q u i r e d to m a k e as p a r t of the g e n e r a l r e v i e w of p u b l i c 

e xpend i tu r e d i s c u s s e d under I t em 4 / i . e . the Budge t s a v i n g s i n p u b l i c 

expendi ture_/ ' . The r e s e r v a t i o n was i n c l u d e d at the r e ques t of the S e c r e t a r y 

of State f o r S o c i a l S e r v i c e s , who l a t e r d ep l o y ed h i s c a s e i n h i s l e t t e r to the 

C h i e f S e c r e t a r y of 30th M a y . 

3. A t f i r s t s i ght , th i s i s an a r g u m e n t about m e a n s and ends . The r e a l 

ob j ec t i v e i s t o s e c u r e l a s t i n g 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 . Cu t s i n C i v i l 

S e r v i c e m a n p o w e r a r e a m e a n s to th i s end, a l though u s e f u l i n t h e m s e l v e s as 

r e d u c i n g the we ight of b u r e a u c r a c y . B u t i t s e e m s s e l f - d e f e a t i n g to f o r ego 

l a r g e r c a s h sa v ing s f o r the sake of a c h i e v i n g staf f c u t s . 

4. H o w e v e r , the a r g u m e n t s a r e m o r e c o m p l e x . In the f i r s t p l a c e , the 

d i spu te c o n c e r n s on l y the p r e s e n t f i n a n c i a l y e a r . D H S S w e r e a s k e d to m a k e a 

s a v i n g of £ 12. 5 m i l l i o n (3 p e r cent of staf f c o s t s ) . M r . J e n k i n p r o p o s e s a 

4 p e r cent cut i n H e a d q u a r t e r s and R e g i o n a l o f f i c e s , but not i n l o c a l o f f i c e s , 

w o r t h 1,400 staff , but not i n l o c a l o f f i c e s . He p r o p o s e s to s w i t c h about 1, 000 
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of these 1,400 staf f to l o c a l o f f i ces to t i ghten up on f r a u d . T h i s i s a net f i g u r e ; 

there w o u l d be some g r o s s r e c r u i t m e n t , o f fset by some was tage , and he w o u l d 

t h e r e f o r e need a d i s p e n s a t i o n f r o m the r e c r u i t m e n t b a n . T r e a s u r y and C S D 

be l i e v e that i t w o u l d be p o s s i b l e to s e c u r e even b i g g e r m a n p o w e r s a v i n g s , w h i l e 

s t i l l f i nd ing the n e c e s s a r y 1, 000 staf f for the a n t i - f r a u d o p e r a t i o n . 

5. M o r e s e r i o u s l y , o ther D e p a r t m e n t s a r e t r y i n g to c l i m b on the bandwagon . 

The D e p a r t m e n t of E m p l o y m e n t , whose w o r k i s v e r y c l o s e l y r e l a t e d to that of 

D H S S , r e c k o n they c o u l d m a k e s i m i l a r s a v ing s i f g i v en s i m i l a r e x e m p t i o n s . 

T h e r e i s h o w e v e r g rave doubt w h e t h e r they c o u l d do i t i n the p r e s e n t financial 

y e a r ; u n l i k e D H S S , t h e i r p r e p a r a t i o n s a r e a p p a r e n t l y not c o m p l e t e . The two 

Revenue D e p a r t m e n t s , i n a v e r y d i f f e r en t f i e l d , c o u l d l i k e w i s e s e c u r e b i g 

s a v ing s by a n t i - a v o i d a n c e w o r k at the p r i c e of some i n c r e a s e i n staff , but 

a g a i n p r o b a b l y i n a l o n g e r t i m e s c a l e . The C h a n c e l l o r of the E x c h e q u e r takes 

the v i ew that these shou ld be fo regone i n the i n t e r e s t s of get t ing the staf f cu ts 

th i s y e a r . I u n d e r s t a n d that th i s i s a l s o y o u r own v i ew . It i s r e l e v a n t that , 

w i thout the D H S S and D e p a r t m e n t of E m p l o y m e n t staf f s a v i n g s , the o v e r a l l 

s a v ing s w o u l d c o m e down f r o m 3 p e r cent to about 2 . 6 p e r cent . 

H A N D L I N G 

6. I sugges t that you a s k the L o r d P r e s i d e n t to speak f i r s t and to state the 

p r o b l e m , on the l i n e s of h i s m inu t e o^l l^T^Jj juie . T h i s p r o p o s e s a p o s s i b l e 

c o m p r o m i s e . Y o u m i g h t then see w h a t e v e r the S e c r e t a r y of State f o r S o c i a l 

S e r v i c e s i s p r e p a r e d to a c c ep t ; and then a s k the S e c r e t a r y of State f o r 

E m p l o y m e n t to c o m m e n t . F i n a l l y you m i gh t b r i n g i n the C h a n c e l l o r of the 

E x c h e q u e r (or , i f he p r e f e r s , the C h i e f S e c r e t a r y ) . T h e r e shou ld be no need 

f o r any o the r M i n i s t e r to j o i n i n the d i s c u s s i o n . 

7. T h e r e a r e I th ink on ly three p o s s i b l e o u t c o m e s : 

(a)	 A g r e e m e n t to m a i n t a i n the 3 p e r cent ta rge t a l l r o u n d , thus r e v e r s i n g 

the o r i g i n a l d e c i s i o n of C a b i n e t on 17th M a y . 

(b)	 A g r e e m e n t to e x emp t D H S S ^ a n d the D e p a r t m e n t of E m p l o y m e n t / f r o m 

the 3 p e r cent cut on t h e i r l o c a l o f f i c e s , but to i n s i s t that they f ind 

t h e i r 3 p e r cent sav ings at H e a d q u a r t e r s and R e g i o n a l o f f i c e s , and 
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s t a r t the a n t i - f r a u d o p e r a t i o n as q u i c k l y as p o s s i b l e ; th i s m e a n s 

b r i n g i n g the o v e r a l l s a v i n g down to 2. 6 p e r cent a p p r o x i m a t e l y , and 

i t w o u l d then be n e c e s s a r y to d ec i d e whe the r o t h e r D e p a r t m e n t s shou ld 

be t o ld to m a k e good the d e f i c i e n c y (it w o u l d m e a n r a i s i n g t h e i r t a r g e t 

to about 3. 2 p e r cent) but you w o u l d a s k the L o r d P r e s i d e n t to spec i f y 

the e xac t f i g u r e needed , 

(c)	 A dec is ion to l e t D H S S and D e p a r t m e n t of E m p l o y m e n t to f ind t h e i r 


sav ings by m e a n s of a n t i - f r a u d o p e r a t i o n s , e x e m p t i n g t h e m f r o m 


the 3 p e r cent cu ts o v e r a l l . 


8. If the d e c i s i o n i s to choose (a), then you m i g h t a s k that the p o s s i b i l i t i e s 

o f the a n t i - f r a u d o p e r a t i o n s h o u l d n e v e r t h e l e s s be e x p l o r e d u r g e n t l y , but i n the 

contex t of the l o n g e r - t e r m pub l i c e x p e n d i t u r e and m a n p o w e r s a v ing s e x e r c i s e s 

w h i c h w i l l be c o m i n g b a c k to C a b i n e t i n S e p t e m b e r and i n J u l y r e s p e c t i v e l y . 

D H S S m i g h t then a r gue that i f the oppo r tun i t y i s m i s s e d th i s y e a r , i t w i l l be 

v e r y m u c h m o r e d i f f i c u l t to s e c u r e u n i o n c o - o p e r a t i o n nex t y e a r i n a c l i m a t e 

of even h e a v i e r m a n p o w e r c u t s . T h e r e i s some f o r c e i n th is a r g u m e n t , but I 

do not th ink you need l e t i t s tand i n the way of a dec is ion i n f a vour of (a) i f you 

f e e l i t i s i m p o r t a n t to m a i n t a i n the o v e r a l l 3 p e r cent t a r g e t . 

C O N C L U S I O N S 

9. Y o u shou ld be ab le to s u m up i n f a v ou r of one of the three a l t e r n a t i v e s 

l i s t e d i m m e d i a t e l y above . 

J o h n H u n t 

13th June 1979 
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