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§(81)117 by the Secretary of State for the Envi
ronment makes

proposals on:

a. public expenditure assumptions;
H

b. expenditure targets for individual lo
AGY : i local

c. the RSG percentage;
d. announcements and timing.
My comments follow.
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5. The Secretary of State recommends an RSg
He argues that, even assuming expenditure will be
holdback and by the cut in the grant percentage
will average 1l2%. But even that is overstated,
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e. the higher figures assume that LAs will overspend by 5%

(£1% billion, GB), assume that they will rate to allow f
a further 2*}% margin to cover contingencies and hence =
strike rates 15% above what they would need if they kept
to our plans and allowed no margin.

7. I am convir_zced that an RSG percentage as high as 57% would
put‘more cash in the LAs' hands and make them less willing to
res:Lst.excessxve pay demands, and seriously risk increasing local
authority overspending.

8. I do not believe that LAs would increase domestic rates by
as little as 3%. It is likely that they would rate, and spend,
higher than the Secretary of State is assuming. Increases well
into two figures would still look moderate compared with the
average increases of 19.5% last year (26% after supplementaries
and 26% in 1979-80.
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9. 57% would give English LAs nearly £400 million mor
than they would have received on the present grant perc

their overspending this year had not forced us to revis

1982-83 upwards. Reuarding extravagance by extra grant would not
only be perverse; it would incite renewed excess.

10. The settlement as a whole now risks being far too “e:l;r'n for
Planned expenditure is to be augmented by nearly £14 bill Sar
realism. We are already eroding holdback. It could disapgn or
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13, Even this does not go far enough towards demonstrating our

resolution to keep LA spending and pay settlements down. A grant
percentage of 52% would add at most a further 4% to rates. A 12%
average increase would not be seen by LAs as out of line with the
¢eneral rate of inflation. In my view, they are quite likely to
Eo for increases of that order, even if we set a higher grant

percentage.

14, In the light of the figures the Secretary of Sta.\te has now
supplied, I cannot recommend an RSG percentage any higher tl:lan 52%.
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