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PRIME MINISTER l T / ^  -


RATE SUPPORT GRANT 1979-80 


We a g r e e d i n C a b i n e t l a s t month t h a t an a c r o s s t h e b o a r d 
c u t i n t h e c u r r e n t y e a r ' s RSG c a s h l i m i t f o r E n g l a n d and W a l e s 
o f a t l e a s t £300 m i l l i o n s h o u l d be made, w i t h a c o r r e s p o n d i n g 
r e d u c t i o n f o r S c o t l a n d . B u t we r e a c h e d t h i s d e c i s i o n b e f o r e 
n e g o t i a t i o n s on t e a c h e r s ' pay h a d r e c o g n i s e d t h a t t h e amount 
o f t h e a b a t e m e n t m i g h t n e e d t o be i n c r e a s e d when t h e s i z e o f 
t h i s s e t t l e m e n t was known. F o l l o w i n g y o u r P r i v a t e S e c r e t a r y ' s 
l e t t e r o f 2±stjterf\ I d i d n o t q u a n t i f y t h e s i z e o f t h e 
r e d u c t i o n we h a d i n m i n d i n my s p e e c h d u r i n g t h e D e b a t e on 
t h e A d d r e s s . 

2. H o w e v e r , I t h i n k i t w o u l d be r i g h t f o r me t o r e v e a l t h e 

f i g u r e s i n my B u d g e t s p e e c h , s i n c e t h i s  i s an e s s e n t i a l p a r t 


o f o u r s t r a t e g y on c a s h l i m i t s and p u b l i c e x p e n d i t u r e r e d u c t i o n s 


i n t h e c u r r e n t y e a r . I t i s i m p o r t a n t t h a t t h e l o c a l a u t h o r i t i e s 


s h o u l d be i n f o r m e d a s s o o n as p o s s i b l e o f t h e s i z e o f t h e g r a n t 


r e d u c t i o n s we i n t e n d t o make, i f t h e y a r e t o t a k e a c t i o n t o 

a c h i e v e s i g n i f i c a n t e c o n o m i e s i n t h e c u r r e n t y e a r . T h i s  i s 

a p o i n t w h i c h t h e l o c a l a u t h o r i t y a s s o c i a t i o n s have s t r e s s e d 


i n r e c e n t d i s c u s s i o n s i n t h e C o n s u l t a t i v e C o u n c i l a nd i n t h e 


C o n v e n t i o n o f S c o t t i s h L o c a l A u t h o r i t i e s . 


/J>. I have 
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3. I have c o n s i d e r e d w i t h M i c h a e l H e s e l t i n e and George 


Younger whether the r e d u c t i o n o f £300 m i l l i o n f o r England and 


Wales, and the c o r r e s p o n d i n g sum o f £35 m i l l i o n f o r S c o t l a n d , 

s h o u l d be i n c r e a s e d because of the t e a c h e r s ' s e t t l e m e n t , as 


Cabinet e n v i s a g e d might be ne c e s s a r y . We have concluded t h a t 


i t would be r i g h t t o adhere f o r the pr e s e n t to these f i g u r e s , 


on the grounds t h a t the f i r s t stage o f the t e a c h e r s ' s e t t l e m e n t 


was a l o n g the l i n e s of the o f f e r approved by Cabinet and t h a t 


abatements o f t h i s s i z e w i l l r e p r e s e n t a s u b s t a n t i a l f i n a n c i a l 


c o n s t r a i n t on l o c a l government. But I propose to announce t h a t 


we w i l l keep our o p t i o n s open on the p o s s i b i l i t y of making 


f u r t h e r r e d u c t i o n s i f they s h o u l d be r e q u i r e d i n the l i g h t o f 


the s e t t l e m e n t reached f o r l o c a l a u t h o r i t y white c o l l a r g r a d e s , 


the c o m p a r a b i l i t y awards by the Cl e g g Commission f o r the manuals, 

and the f u r t h e r s e t t l e m e n t due i n November f o r the manuals. We 


s h a l l need t o r e a c h a f i n a l d e c i s i o n on the s i z e o f the 


abatement b e f o r e the RSG I n c r e a s e Orders are made at the end 


of t h i s y ear. 


4. M i c h a e l H e s e l t i n e and George Younger are content f o r me 

to d e a l w i t h these r e d u c t i o n s i n the Budget Speech. I propose 


t o do so i n terms of the a t t a c h e d d r a f t paragraph. I should 


be g r a t e f u l f o r your agreement. 


5- I am c o p y i n g t h i s minute to the Home S e c r e t a r y , the 

S e c r e t a r i e s of S t a t e f o r the Environment, E d u c a t i o n , S o c i a l 


S e r v i c e s , S c o t l a n d , Wales and T r a n s p o r t , and t o S i r John Hunt. 


(G.H. )

June, 1979 
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RSG CASH L I M I T CUT 


"The n e e d f o r s u b s t a n t i a l e c o n o m i e s a p p l i e s t o l o c a l 
a u t h o r i t y e x p e n d i t u r e , where t h e G o v e r n m e n t ' s 
c o n t r i b u t i o n i s made t h r o u g h t h e R a t e S u p p o r t G r a n t . 
A s I s a i d t h r e e weeks ago, we s h a l l t a k e a c c o u n t o f 
p a y s e t t l e m e n t s i n c a l c u l a t i n g t h e I n c r e a s e O r d e r s 
f o r t h e R a t e S u p p o r t G r a n t , b u t we s h a l l make a 
s i g n i f i c a n t a c r o s s - t h e - b o a r d r e d u c t i o n f r o m t h e t o t a l 
t h u s c a l c u l a t e d . I c a n now t e l l t h e House t h a t t h e 
r e d u c t i o n w i l l b e £ 3 0 0 m i l l i o n f o r E n g l a n d and W a l e s 
and £35 m i l l i o n f o r S c o t l a n d . T h e s e f i g u r e s may have 
t o be i n c r e a s e d when we know t h e c o s t o f f u r t h e r p a y 
i n c r e a s e s and w i l l be f i n a l l y d e t e r m i n e d i n November 
b e f o r e t h e I n c r e a s e O r d e r s a r e made. I n c o m i n g t o 
t h i s d e c i s i o n a m a j o r f a c t o r h a s b e e n how much i n 
p r e s e n t c i r c u m s t a n c e s i t i s r e a s o n a b l e f o r t h e t a x 
p a y e r t o c o n t r i b u t e . " 


