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CASH LIMITS FOR 1980-81 AND PUBLIC SECTOR PAY

Memorandum by the Chancellor of the Exchequer

This paper considers the handling of cash limits for 1980-81
with reference to public sector pay.
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The public services

y, Within the public services the link betwee
is more direct. About half the central Gover;
covered by cash limits relates to the pay of
own employees.

n cash limits and pay
nment's expenditure
what are in effect its
Cash limits cover central Government expenditure on
the civil service, the armed forces and health service (including
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5. The pay of local authority employees - manuals, teachers, 1
administrative: workers, firemen - is-cﬁ#é?éd‘in&irectly and partially
by the cash limits on the Rate Support Grant (R.S.G.). The R.S.G.
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7. _To follow Course A would involvye making a Judgement of what
element of inflation the Government was going to think acceptable,
The starting point in the calculation of cash limits would be the
volume programmes laid down by Cabinet in the Survey.  These
would be increased by an inflation factor (which would not be

the same for all programmes since relative prices, of goods,
services and pay, would not be wholly independent of the rate of
inflation). The Government would pbresumably fix the im'f—l;.ati@n

factor by reference to a number of considerations, e.g. what the
monetary targets were, what the price outlook Awas, what the
climate of expectations was and possibly what the exercise of
comparability, fair comparison ete. would be likely to realise in
the public services. There could be a consi ilie 0.
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9. For the RSG negotiations the cash limit has been fixed in the
last few years not later thap November., ‘mhis énables the local
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tages would be by a variant of
course A which would be to delay fixing final cash limits for RSG

until after authorities had fixed their rates but to fix in November
a provisional schedule progressively reducing the percentage
Exchequer contribution towards the cost of pay increases the higher
settlements went. This provisional schedule would be replaced by

a frim RSG cash limit after the rates had been fixed. The firm cash
limit would therefore take into aceount not only settlements reached
but also the re.sources available to local aui?i_m‘x!iﬁies to finance other
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Problems

13, Firgt, as stated above
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altered. This would invite the argument that the negotiations
were being constrained within an out-dated ang unrealistic Pinancial
financial framework. Moreover the cash limits applying to the

financial year' would, for some groups, have to cover settlements

in two pay rounds.

14. Some problems arise also from the fact that the inflation
provision, and hence the pay and prices assumptions used s
constructing the cash limits, would quickly become public. There
would be pressure to publish them anyway, even if it were not
easy for outsiders to calculate them. This is already done under
the present system of presenting the Parliamentary
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16. Further difficulties could arise if settlements in the

event exceeded the provision made, so that volume cuts were

necessary to offset them. While it is logical and right that
volume plans should be modified if they turn out more
than intended, Ministers with responsibiliti '
of public services might find difficul
cuts on top of those already decided on
Survey and civil service review.
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Course B

19. Course B would approach the matter from a diff‘éreni; engle. It
would avoid some of the difficulties Just mentioned, but at the price
of moving away from the analogy with the finanqi‘gl pressures intended
for the private sector. e 8 e s
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22. This course would move away from the ide

a of automatic financial
pressure in the negotiations.

It would be hecessary to find other

criteria for the conduct of the pay negotiaj;j_oﬂs,, and probably to

lean on the idea of comparability - perhaps more heavily than we

should like. If the general policy were going well and settlements

generally were moderate, this would not be damaging; but if they

were not this system of fixing cash limits would not be much of . ’

a restraining factor. 0 Wikt : Wi} !
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CASH LIMITS AND PAY : ThETABIH i

The Tollowing zives a broad indicat
decisions which (under present arr.
on cash linits and Public service

ion of the timing of the
angenents) need to be talken
Pay during a tyvical year,

1. The first important dublic service settlements are those _ﬁ;r

the police, sffectiieScs Scotember, the universities, effective
" . fron October. : =]

2. The first cash linits (ie those on the Rate
have to be settled after negotiations with the
associations in Hoveaber.

Support Grant)
local authority
TFor this burpose, pay and price
assumptions need to be provided by end-October. The way in
vhich the cash linit is nade up is explained in a circular
published in December.

3. A nunber of important DPay settlements in the public services
(including the local authorities' manuals and National Health
Service ancillaries and firemen) take place in Rovember/D enber;
the-National Health Service maintenance staff and ambulance men
have settlements in January; and ambulance officers settlezents
in Februarwy. '
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6. The non-industrial civiy s
and the rest of the 13
local authority white-co
civil service settlement

ervice, armeq 'forces, 'beéqhers,
have pay'settlen_ents in Aorid; and the
llar stafrfrs in July. Thg industrial

date is also in July.




