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PAY FACTORS FOR REMAINING CASH LIMIIS ‘
Note by the Chancellor of the Exchequer ]

e 6 1

in November that the pay factors in the cash .1

We announced
for the Rate Support Grant and grants to universities in 19|

would provide for an increase in earnings of 6 per cent fi

due settlement dates. We also announced that the pay :
for other cash limits would be set within broadly the s
financial disciplines. This has been generally inte
by the press and public as meaning that they too &)
¥ ARy

set at 6 per cent.

- when operationally necessary (CC(BUHDth conc

(a) A decision is now needed for
Service (NHS). This is discuss
Secretary of State for Social

(b) A decision is needed
if the 1981-82 cash limits a
on Budget Day. bt

(c)

Forces for the purpo

Special cons idaratiu
8 below).



(CONFIDENTIAL)

A giew 18 that the appropriate pay factor in all these
g {s 6 per cent. Public opinion expects this; and will
2565 <
d any :
nent's resolve. The offer to the local authority |
ara® 1870 justification for such a weakening. On

ncrease in it as clear evidence of a weakening in
regé”
the govern
manual work
rary.»
since the local authorities have indicated that

cont the offer is consistent with the 6 per cent ;
the
assumption,
Fnrecast manpower
baty, there is no indication that they propose to meet the |
[

savings are expected to offset the excess

oxcess through the rates. |
4 Higher increases would cost substantial sums. Each
additional 1 per cent would cost some £70 million in the NHS
and £50 million in the Civil Service.

'l

5, Other arguments support this approach.

(a) A higher pay factor for the NHS and Civil
would make it more difficult for the lecal authori
employers to secure moderate settlements with otl &%’
groups, such as the school teachers, since any {
based on keeping the increase in the total local
pay bill within 6 per cent would be seriously u

(b) What would be misrepresented as the s
local authority manual workers in forein
to "abandon its 6 per cent policy” woull
public service unions to take a harder
.in the hope of further such "success

(e)  The resolve of management to |
the private sector and the n
well be undermined.

:y thi 2505t that, for the BESsS
cash 14 scretary of State ford
than Mt may apply more

In local government.
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ent that pay increases must be determined by

ntral argd” it i i
8 fford; and it is no easier for us to finance

can @
s in the NHS or, Civil Service than increases elsewhere

if the argument is accepted this year, it will be
do so in others; and we cannot tolerate a

what ¥°

jncreas®
gesides’
not to

sation in which the Government s policy on pay for its own

in effect, determined by the local authorities.

hard
sit
staff 18+

7 1 therefore propose that the NHS and Civil Service cash

1imits
ings from due settlement dates. Different increases for

should be set on the basis of a 6 per cent increase in
earn .
different groups would, of course, be permissible, but only

within individual cash limits based on the 6 per cent factor.

g. For the Armed Forces, I propose that we should use
same figure for the purpose of provision in the Defen
but on the understanding that, as we have already ag;
the cash limit will be revised if necessary to
the Government's decision on the recommendations

Forces Pay Review Body.
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