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PUBLIC SERVICE PAY AND EXPENDITURE IN 1985-86 

C ; ^ ^  ) Memorandum by the Chief Secretary, Treasury 

W  e
 n eed to 
 afpree what t o assume about p u b l i c s e r v i c e pay increases i  n  Publ J-c expenditure plans f o r 1985-86. 
0 u  r


2. am p r o p o s i t we should adopt an assumption of 3 per cent for 
D u V i i ^ ~ ~  P u b l  i  c se» s except the l o c a l a u t h o r i t i e s ; and t h a t 
t h i e x  P e n  d i t u r  e s should be reduced by the d i f f e r e n c e between 
b a s e ] ? S S U I D p t i o  n a n  d er cent f a c t o r o r i g i n a l l  y used to c o n s t r u c t 

S e l  m e f i g   f o r 1u r e s


T H  E
 CHOICE OF PAY ASSUMPT^^ 

The 
f ~7C PaY assumption f o r was 3 per cent. With the prospects 0 r


1 V a t G s e c t o r  P a v
5J p e r   s e t t l the next round no lower than 
 C e n t a
as U  n  lower f i g u r e f o r ar (say, 2J per cent) would be seen 
R e a l i s t i  c and could be 

c°urs  f i g u r e (4 per cent) £ve the wrong s i g n a l about the e

 W e W  ^ n  t f u t u r  e
s h 0 u  i d  settlements I have concluded t h a t we 

r e t a i n
I n d U s  t  an assumption of 3 per c „ e Confederation of B r i t i s  h 
 a r  e
3  ^  a r g u i n g , on s i m i l a r ground pay assumption of  p e  r


APPLI 
CATION 


^ 6 f i S u r  e
ext>  chosen u n d e r l i e s the p r o v i s i o n mac the p u b l i c 

< ? i t u r  e
arid  Plans f o r 1985-86 and l a t e r years for((] eases i  n pay r a t e s 

I t
 a l l °wances d e r i v i n g from settlements between 31 March 1986. 

b e t n  e
Th  basis of the p r o v i s i o n f o r pay i  n 191 stimates. e

a s s u m 
i P t i o  n w i l  l n ot apply f o r m a l l y t o l o c a l authoi.^ (although i  t 
s  n
 

p ° ^ i n c °nsistent w i t h the t a r g e t s t h a t we have annou ,nd i  n 
r a c
 

th i  t should i n f l u e n c e t h e i r behaviour) . Similar*.^  year, 
t i g  

ast

a s s u m  P t i o  n does not apply t o the n a t i o n a l i s e d i n d u s t r [although 
h
 

e n S u  r
 E x t e  m a  l Financing L i m i t s and f i n a n c i a l t a r g e t s sh to 

6
p r o  d
 t b  - a t d i s c i p l i n e i  s main t a i n e d ) . A 3 per cent assump--

C  e
of t h  
m u c  n needed baseline r e d u c t i o n s of about £ 2 0 0 m i l l i o  n 

e
 P u b l i c Expenditure Survey. 
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^ RUNNING COSTS 


^ ^ . 5  * F o l l o w i n g our discussion i  n J u l y (CC(84) 25th Conclusions, Minute 5 )  , 

X ^ L w i l  i be seeking t o agree w i t h colleagues a f i g u r e , f o r most 


^ a r t m e n t s i  n l i n e w i t h the p r o v i s i o n sought i  n the Survey, f o r the 

'0
 

:ase i  n t h e i r running costs i  n 1985-86. I w i l  l then expect Estimates 

^sion f o r running costs t o be w i t h i n the agreed f i g u r e . My aim 

' t o agree running cost f i g u r e s t h a t i  n aggregate imply an increase 

Bore than 4 per cent above t h i  s year's p r o v i s i o n . This approach 


be a f f e c t e d by our choice of a pay assumption. 


a s s u m e , 
should avoid any fo r m a l announcement of the pay 


N F O R Ethe  ° W  other p u b l i c expenditure decisions are announced i  n 
 I n t n e l a s t t w o
aso,,^" 1 1 1  1  years we e x p l i c i t l  y announced the pay 
cases, we got u n h e l p f u l headlines. I  f questioned 
! s ! u m p t i o n .  i  both 
n


s e t M

"£°re the Autumn S tement, we should say t h a t there w i l  l again be a pay 
l o t i o n  , and t w i l  l be much the same next year as t h i s  ; pay 
^ P t i o n  s are a > e p a r t of p u b l i c expenditure p l a n n i n g , under 

n  t a r r a n  g e m e n t S they are not norms, do not determine p a r t i c u l a r 
e t t  l e m e n t s and i  t a s p e c i a l announcement. 

C0NCLUSION 

8. 


I propose t h a t 

a. f o r the cash plans _ imates we should use a s i n g l e 
general assumption of 3 p f o r pay settlements a f f e c t i n g 
1985-86 f o r a l  l p u b l i c se a f f e c t e d groups, o t h e r than l o c a l a u t h o r i t i e s ; 


p u b  ] . should take account of t h V ^ a ^ i m p t i o n by reducing the 

c
 expenditure b a s e l i n e f o r ai^S^Nected programmes t o 

l e c t the d i f f e r e n c e between 3 pe^6fent and 4 per cent; 
r e  f


 t n 
*.*.«. e r e should be no formal announcement i  n advance of the 

A u  t u m n Statempni-. ™ 
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