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C a s h L i m i t s and the Ra t e Suppor t G r a n t 

1. In E(79)46 the C h i e f S e c r e t a r y d i s c u s s e s three op t i ons des i gned to 

i m p o s e an e f f ec t i ve f i n a n c i a l d i s c i p l i n e on l o c a l a u t h o r i t i e s (both on pay 

and to ta l expend i ture ) wh i l e p r e s e r v i n g r e a sonab l e equ i ty be tween one 

a u t h o r i t y and a n o t h e r . 

2. We in the C P R S have one o r two c o m m e n t s w h i c h the P r i m e M i n i s t e r 

m a y l i k e to take into a c coun t : 

O p t i o n I - C a s h L i m i t s on the T o t a l E x p e n d i t u r e of I n d i v i d u a l L o c a l A u t h o r i t i e s 

(i) T h i s wou ld be both d i r i g i s t e and a m a j o r c o n s t i t u t i o n a l change . 

(i i ) The G o v e r n m e n t wou ld , i n p r a c t i c e , be l a r g e l y p o w e r l e s s i f the c a s h 

l i m i t s w e r e d i s r e g a r d e d on a s i g n i f i c a n t s c a l e . 

( i i i ) C a s h l i m i t s a r e not, for i n d i v i d u a l a u t h o r i t i e s , n e c e s s a r y to encourage 

r e s p o n s i b l e wage s e t t l emen t s s ince l o c a l a u t h o r i t y pay b a r g a i n i n g i s hand l ed 

c e n t r a l l y . 

A l l in a l l we suggest that th i s Op t i on i s not a r u n n e r . 

Op t i on II - A S l i d i n g Sca l e C a s h L i m i t 

T h e r e a r e two v e r s i o n s 

(i) A s l i d i n g s ca l e r e l a t e d to pay. T h i s wou ld l i n k the n a t i o n a l R S G to the 

way l o c a l a u t h o r i t i e s a s a g roup a c t ed on pay. The C h i e f S e c r e t a r y sugges ts 

that th i s wou ld l i n k the G o v e r n m e n t too c l o s e l y w i th i n d i v i d u a l pay s e t t l e 

m e n t s . We a r e not c l e a r why th i s shou ld be so . The t ape r i n the ra t e of 

g rant c ou ld be r e l a t e d i n v e r s e l y to the we ighted a v e r a g e of a l l l o c a l a u t h o r i t y 

pay s e t t l e m e n t s : th i s wou ld s t i l l a l l o w v a r i a t i o n s f r o m one g roup to ano the r 

and the G o v e r n m e n t need not be i n v o l v e d . 
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(ii) A s l i d i n g s c a l e r e l a t e d to r a t e s . We a s s u m e that under t h i s s y s t e m 


the d i s t r i b u t i o n of the R S G would be r e l a t e d to r a t i n g d e c i s i o n s of i n d i v i d u a l 

l o c a l a u t h o r i t i e s . T h e r e would undoubtedly be an element of rough j u s t i c e . 


Some a u t h o r i t i e s may need to r a i s e t h e i r r a t e s s u b s t a n t i a l l y f o r 'respectable' 


r e a s o n s . But the C h i e f S e c r e t a r y has not shown to what extent such 


i n e q u i t i e s could be reduced by r e f i n i n g the f o r m u l a and the p r e s e n t f o r m u l a 


i s a l r e a d y something of a l o t t e r y . 


It i s true that under both (i) and ( i i ) the l o c a l a u t h o r i t i e s would be u n c e r t a i n 


about the amount of grant they would r e c e i v e . But t h i s i s only one a d d i t i o n a l 


u n c e r t a i n t y to add to the many u n c e r t a i n t i e s they a l r e a d y work under and i s 


not a knock-down argument. 


We suggest that these Options should be examined r a t h e r m o r e c a r e f u l l y 


with some a r i t h m e t i c a l c a l c u l a t i o n of the l i k e l y consequences under d i f f e r e n t 


f o r m u l a e . 


Option III - A S i n g l e C a s h L i m i t - as at p r e s e n t 


If a s l i d i n g s c a l e i s i m p r a c t i c a b l e Option III w i l l have to do. It 


p r o v i d e s n a t i o n a l l y a r e a s o n a b l e i n c e n t i v e f o r r e s p o n s i b l e pay b a r g a i n i n g . 


It i s c l e a r - c u t and c o n s i s t e n t with an a r m ' s - l e n g t h r e l a t i o n s h i p . It i s what 


the a u t h o r i t i e s a r e used to. But, by i t s e l f , i t does not do much to i n f l u e n c e 


expenditure d e c i s i o n s o r to p e n a l i s e the s p e n d t h r i f t a u t h o r i t i e s . 


The p o s i t i o n would be much i m p r o v e d if one could i n c o r p o r a t e some 


f e a t u r e s of u n i t a r y grant under which the l e v e l of grant f o r each a u t h o r i t y 


would be r e l a t e d to an a s s e s s m e n t of need. The f e a s i b i l i t y of t h i s should 


be thoroughly e x p l o r e d i f Option III i s adopted. 


3. I am sending a copy of t h i s minute to S i r John Hunt. 


28 September 1979 
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