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1979/80 CASH LIMITS : CIVIL SERVICE WAGES AND SALARIES 

I am d i s turbed that some col leagues seem anxious to reopen the d e c i s i o n that 

we reached on 17 May about ways that Departments might meet the target 

savings c a l l e d f o r by the Lord Pres ident i n s t a f f cos t s . I f ear we may be 

i n danger of subordinat ing r e a l i t y to p r e s e n t a t i o n . 

I t might be h e l p f u l i  f I were to remind col leagues of the po int s I made on 

the b a s i s of which i t was recognised that economies i n some areas , and 

S o c i a l Secur i ty a d m i n i s t r a t i o n was quoted as an example, might a c t u a l l y 

prevent the r e a l i s a t i o n of much bigger savings , which l e d you i n your summ

i n g up to say that the Chie f Secretary would be approached about a l t e r n a t i v e 

ways of secur ing equivalent savings . 

In our e l e c t i o n manifesto we s a i d that : 

"The r u l e s about the unemployed accept ing a v a i l a b l e jobs w i l l be 

r e i n f o r c e d and we s h a l l act more v i g o r o u s l y against fraud and abuse." 

We cannot c a r r y out t h i s undertaking and cut the l o c a l o f f i c e s t a f f s . 

I drew a c l e a r d i s t i n c t i o n between s t a f f i n the l o c a l s o c i a l s e c u r i t y o f f i c e s 

and most of the r e s t of my Department. (There i s , I understand, no dispute 

that the s p e c i a l h o s p i t a l s l i k e Rampton must be excluded from the c u t s . ) In 

the l o c a l o f f i c e s , the urgent need i s to strengthen the defences against fraud 

and abuse. There are four areas of work where an increased investment of s t a f f 

should produce s i g n i f i c a n t benef i t savings . 

a . Unemployment Review O f f i c e r s . In 1977 UROs c a l l e d 136,270 cases 

for in terv iew, o f whom 57.841 (42 per cent) ceased to draw benef i t 

s h o r t l y before or a f t e r in terv i ew . (This was an 11 months per iod; a 

12 month per iod could reasonably have produced 60,000 ceas ing to 

draw b e n e f i t . ) For each UR0 man-year 200 cases went o f f the books, 
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of whom 150 would not otherwise have done so. Assuming average 

bene f i t f i gures ( for 1978) t h i s produces savings of a sum of the 

order of £ 1 0 0 , 0 0 0 per DR0 man-year. T h i s i s a cost bene f i t r a t i o 

of about 20 to 1. 

b . L i a b l e R e l a t i v e O f f i c e r s . Bene f i t s are not qui te so grea t , but 

the average savings achieved by s t a f f on t h i s work are about 

£34,000 a head - a cost bene f i t r a t i o o f 6 to 1. 

c . There are two types of Fraud O f f i c e r s . Our c a l c u l a t i o n s suggest 

that the estimated benef i t saving per man-year amounts to about 

£23,000 f o r l o c a l o f f i c e fraud o f f i c e r s . (A cost bene f i t r a t i o of 

4^ to 1) And about £43,000 f o r the more s k i l l e d s p e c i a l i n v e s t i g a t o r s 

(a cost benef i t r a t i o of over 8 to 1). 

As a r e s u l t of the d e c i s i o n to increase b e n e f i t s , the savings i n the l a t t e r 

part of the year w i l l be even l a r g e r . I am assured that we are some way o f f 

from the point at which d i m i n i s h i n g re turns may set i n and our predecessors 

sa id so i n p u b l i c . On the contrary , a l l the evidence suggests that when the 

word gets round that we are be ing a good deal tougher i n these areas than 

our predecessors , the deterrent e f f e c t could we l l spread wider. 

I t i s i n these circumstances that col leagues appeared to accept my point t h a t , 

s ince we are l o o k i n g for cash savings , i t would be b e t t e r to deploy more s t a f f 

to secure these savings than to r i s k the l o s s of benef i t (or f a i l to make any 

savings) by t r y i n g to cut back s t a f f i n the l o c a l o f f i c e s by 3 per cent . 

I might a l so remind col leagues tha t , r e c o g n i s i n g the d i f f i c u l t i e s that t h i s 

might create for co l l eagues , I have undertaken to cut the re s t of my Depart

mental s t a f f t o t a l l i n g around 25,000, not by 3 per cent , but by 4 per cent . 

Thi s inc ludes not only a l l DHSS Headquarters and the s o c i a l s e c u r i t y Centra l 

O f f i c e s at Newcastle and North F y l d e , but a l so such s e n s i t i v e areas as the 

A r t i f i c i a l Limb and Appliance Centres . 

In these circumstances I hope very much that col leagues w i l l f e e l able to adhere 

to the d e c i s i o n that they took. So f a r as the presenta t ion problem i s concerned, 

i t does seem to me that i t should be poss ib l e f o r the Lord Pres ident to take 
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c r e d i t f o r the a d d i t i o n a l bene f i t sav ings which can be achieved by the more 

s e n s i b l e deployment o f s t a f f which my proposa ls env isage . I cannot be l i e ve 

tha t i t would redound t o our cped i t i f i t became known ( f o r ins tance through 

the S t a f f Side i n my Department, whom I have consu l t ed on the Lord P r e s i d e n t ' s 

e x e r c i s e ) tha t we were f o rego ing large—scale c o n t i n u i n g sav ings which cou ld over 

the next two or three years amount to s u b s t a n t i a l l y more than the cost o f 

dep loy ing the a d d i t i o n a l 1000 people t o combat f raud and abuse, f o r which I am 

a s k i n g . 

I am copy ing t h i s minute t o a l  l Cabinet Col leagues, Norman Fowler , M i chae l J o p l i n g 

and S i r John Hunt. In view of the C a b i n e t ' s c o n s i d e r a t i o n of the i s sue tomorrow, 

I a t t a c h a copy of my e a r l i e r l e t t e r t o John B i f f e n * 

P 

13 June 1979 
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