
10 D O W N I N G S T R E E T 

From the Prixate Secretary 18 October 1979 

When the C h a n c e l l o r c a l l e d on the Prime M i n i s t e r t h i s 

morning, they d i s c u s s e d t h e C h a n c e l l o r ' s minute o f 17 October 

about the pay and p r i c e assumptions f o r t he 1980/81 Rate Support 

Grant cash l i m i t . 


The C h a n c e l l o r e x p l a i n e d t h a t , w h i l e the T r e a s u r y ' s f o r e c a s t 

f o r t h e RPI from November 1979 t o 1980/81 was f o r a 14£% i n c r e a s e , 

he was p r o p o s i n g a cash l i m i t based on a p r i c e i n c r e a s e assumption 

o f 13%. T h i s would put a f u r t h e r s m a l l squeeze on l o c a l a u t h o r i t y 

c u r r e n t s p e n d i n g , and would be h e l p f u l f o r t he PSBR. As f o r the 

pay a s s u m p t i o n s , t h e s e were s e t out i n paragraph 7 o f h i s minute. 

On the f a c e o f i t , t h e s e might l o o k on the h i g h s i d e ; but i t was 

h a r d t o see how, r e a l i s t i c a l l y , l o w e r f i g u r e s c o u l d be used. 

The Prime M i n i s t e r s a i d t h a t she f u l l y s u p p o r t e d the C h a n c e l l o r 

on h i s p r i c e assumption - i f a n y t h i n g , she f e l t i t c o u l d be 

l o w e r s t i l l  . She was a l s o c o n c e r n e d t h a t the pay assumptions 

might even be on the h i g h s i d e . 


L a t e r , the C h a n c e l l o r r a i s e d w i t h the Prime M i n i s t e r the 

q u e s t i o n o f the RSG p e r c e n t a g e - whether i t s h o u l d be 61% as 

recommended by the m a j o r i t y i n MISC 21 o r some lower f i g u r e . 

The C h a n c e l l o r s a i d t h a t , i f t he Prime M i n i s t e r was w i l l i n g to 

s u p p o r t a lower f i g u r e , he would l i k e t o propose i n C a b i n e t 

a f i g u r e o f 58% o r somewhere i n between. The Prime M i n i s t e r s a i d 

t h a t she would i n d e e d s u p p o r t the C h a n c e l l o r i f he were to put 

f o r w a r d a l o w e r f i g u r e t o C a b i n e t , though she was by no means 

s u r e t h a t C a b i n e t would be w i l l i n g t o endorse a n y t h i n g lower 

than 61%. 


I am s e n d i n g a copy o f t h i s l e t t e r t o M a r t i n V i l e ( C a b i n e t 

O f f i c e ) . 
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