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RECOVERY OF OVERSHOOT

This morning's press contains accounts of the Government's intentions
on the uprating of social security benefits next year. The main
cuttings are attached. Some of the papers (the Express most clearly,
but also the Times and FT) refer to possible recovery of overshoot.
The Guardian and the Mirror also refer to restoration of the 5%

abatement in Unemployment Benefit.

The point at issue
- This November benefits generally will be raised by 11%. This

increase is made up of:

i. 2% to cover last year's "shortfall". (In 1981, the price
rise forecast on which the benefit increase was based
turned out to be 2% less than the actual rise.)

ii. 9% to cover the forecast increase in prices between
November 1981 and November 1982.

It is now clear that the 9% forecast was too high, perhaps by 21-3%.

The Cabinet decisions
a Cabinet decided:

i. it would be right to adjust next year's uprating to
have regard to the overshoot this year.

ii. There should be savings of £180m on the social security

programme next year to reflect this.

iii. But the exact method of achieving these savings - in
particular the balance between recovery of overshoot
and improvements in some benefits - should not be
decided until Budget time.

The Autumn Statement will announce these decisions.
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Line to take
4. If the Prime Minister is asked about the Government's
intentions in the light of the press reports the line might be:

"The provision in this year's benefit uprating for the
rise in prices since November 1981 is likely to be

greater than the actual rise. We shall therefore be
maeking an adjustment to next year's uprating. There is
nothing extraordinary about this, and nothing inconsistent
with the assurances we have given on maintaining the real
value of benefits. Last year when the provision in the
1981 uprating was less than the actual risg in prices

we restored the resulting shortfall. The principle is
just the same now.

We shall not, however, decide the exact size of next year's
uprating until Budget time, as is usual.

The Government has carried out its pledge to maintain the
real value of the retirement pension and associated benefits.
As T said, there is nothing inconsistent with this in our
decisions. Maintaining the real value is bound to mean
adjustments from year to year, up or down, depending on

the relationship between forecast and outturn."

Se Given the conflicting accounts of the Government's intentions
there might be some advantage in clarifying them if the point is
raised. The above text does not however mention the £180m figure
since this might provoke detailed questions about its origin and
possible "sweeteners".

Line to take: restoration of 5% abatement of Unemployment Benefit
6. This might be:
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"We have made it clear many times that the possibility of
restoring this abatement will be kept under review. That

remains the position.”




Cabmet accord over pensmns and beneﬁts

By J ulian Havnland Political Edl(or

The Cabinet are undcrstood
to have agreed yesterday to
maintain the real value of
pensions and benefits from
November next year, and not to
incur the electoral liability of
trying to recoup the two or three
pence 'in the pound of “excess”
provision which will be paid out
over the next 12 months.

The full-year cost is put at
£700m to £750m, but this sum
is said to have been conceded
amicably by Mr Leon Brittan,
Chief Secretary to the Trcasury,
to Mr Norman Fowier. Sec-
retary of State for Social
Services, during discussions on
next year’s public ‘expenditure
Jrogrammes.

The decision - was ratified

yeslcrday when the:Cabinet, in
two and a quarter hours, agreed
that expenditure for .1983-84
should be contained w1th1n the
planning - ‘total  of -some
£121,000m pubhshed last
March.: :

Uncmploymem bcneﬁl retire-
ment pensions and other bene-
fits are all to be increased from
this‘month by ‘11 per ‘cent: The
increase -would  ‘“have
smaller if ministers had forecast
correctly - - the - rapid zfall in
inflation.. '/ ¢

The Govemmcnt s pracuoc is
to set a figure to ‘match the
estimated ' rate' of mflation and
then adjust "it upwards or
downwards the following year
10 match the real " mnc 'l’hclr

- MEeanness - accusations

~been |.

began,’

decision  to -recoup in 1981 .an
over-provision of one per- cent
the . previols year exposed
ministers, notably Sir Geoffrey
Howe, the Chancellor: of the
Exchequcr -10 accusations of
X from
which' "his colleagues were
anxious to protect him and
themselves in the coming year,
when a general election is lxkel)

Sir Geoffrey 'could afford to
be generous. Before the latest
survey of spending prograrnmes
“extra 'bids of some
£5,000m " were . being put for-
ward. These havc now been
‘smoothed away."
' Negotiations ',
“Treasury and

the
Defence

between
the

Department have been -notably

pcaceful. The commitment to a
three per cent increase each year
in real terms is maintained,
with extra funds provided for
the Falklands campaign and the
replacement of lost equipment.
This cost will amount to only
£200m next year agamst £700m
this year.

The Opposition are to force
two votes next .week.: On
Tuesday they will move an
amendment  attacking  the
Government’s industrial policy
~ the proposals to sell shares in
British Telecom and to sell
British Airways. On Wednesday
they - will seek” 10 censure
ministers for their handling of
the economy and for the levels
of unemployment.




to dish out a £4billion

alli‘ng‘lndustry. (S

Sk "By CHRISTOPHER POTTER = © °
CHANCELLOR Sir Geoffrey Howe Is get :
boost‘to B}'Itain's'

Lhie big give-away—which may: include a.2p

cut in the standard rate of tax—is likely to

come - within - two
weeks in. a mini bud-
get. ¥

Sir Geoffrey got the
é’?; ahead - from :Mrs

atcher  at. a  crucial
Cabinet meeting yester-
7 R i

Now .he can give an
extra package of hand-
outs and loans in a bid
to get Britain's factories
rolling - again.

Sir Geoffrey iz also
likely to offer tax cuts
in his spring budget . . .
provided pay - settle-
‘‘ments are kept under
control.

And the hated “ fine™
on employers, the
National Insurance Sur-
charge, introduced by
the last Labour Govern-
ment, is also expected
to be cut

Bubbly

The decision to give
away .some early
goodies was strength-
ened when ministers
got the result of the
miners’ ballot.

Arthur Scargill's’ de-
feat left them in no
doubt that the main
threat to their economic
policy had been smashed
... and the way is open
‘to spend, money to
create new jobs.

Prudent housekeeping
by Sir Geoffrey provi-
ded the necessary cash.

He and Mrs Thatcher
believe that industry

P

Howe . . . has £4billion
to help industry

must have first priority,
Familles will ' come
next J.‘grovided res- -
traint s shown. in pay
claims. Fhaveal e,
But some  Falklands
war costs still have to
met  and certain
Government depart-
ments could face spend-
ing cut-backs to meet
any over-the-top pay
rises. g R
da‘hvd_nmrgtertg -at” yester-
s meeting wer
bubbly moocf. " ‘-e B
Sir Geoffrey was able -
to report that-he: had
persuaded . the . big-
spend i n g .departments
such as Health and.Soc<
fal - Security - to ‘slash
their plans LI
As a result, govern-
ment - spending next -
year will' be £121bil-
lion—right on taryet.




By GORDON GREIG, Political Editor-

A CUT:of at least 2p-in

income  tax_looks. like a.
spring certainty from .
Chancellor. Sir Geoffrey:

Howe.ioonkasr ot eriine &
.. He was given Cabinet clearance
yesterday to put together a package
of Budget sweeteners. for election

YVeAr, 5~ vt \ *

The income tax cut could be more, if -
Mrs Thatcher can’ persuade her Chancel-
lor before March to put all his spare cash '
—estimated . at .. £3,000 million—-back, in

.

‘Joy at No. 10 asHowe

S
e - »a @

Sir Geoffrey and other Ministers insisted
jthat industry ought to be given the incen- .

tive of a cut in its hated National Insurance

'surcharge. A 2}-hour argument-in Cabinet .

between Prime Minister and Chancellor over
who gets what “seems to have ended in a-
draw, with something to- come off Income
Tax and something for industry. - . »
Every penny off the 30p in the £ standard
rate of Income Tax will cost about £750 mil-
lion—as will each percentage point off the -
2 per cent. National Insurance surcharge,
which industry belleves is crippling its com-=
petitiveness. The Budget package is also
likely to include increases in pensions to keep
in line with inflation and a bigger-than-
average Increase In unemployment benefit to
n;mke up for a 5 per cent. cut two years ago. -

give

5
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s the good ‘news

" earning £6,000 a year about £66, and one
' tary session before an election next autumn.

" _ignored the latest signals from -the Bank of

‘ _ their base rates by } per cent. to.9 per cent.

. éurtaln-ra.iser to the Budget is being rushed

‘Interest rates, Bankers sald they wanted the .

o

i - Cheerful
{._According-to a tax expert, a 2p cut-reduc-
tion in income tax could save a married man

earning £10,000 about £225, :
! A Treasury statement which will act as a,

forward in the next fortnight to boost con--
fidence and get industry moving. Last night
a cheerful Mrs Thatcher entertained all her
Ministers to dinner at Downing Street to
celebrate what should be the last Parllamen- -

She took them to a party afterwards at the
Carlton Club. § i :
§ With the public spending estimates for :
next year fixed at £121,000 million, an. in-.
crease of only 7-25 per cent., Mrs Thatcher
is convinced that all the sums are adding up.
her way, 3 » , e L
{ '‘Meanwhile the clearing banks yesterday

England aimed at bringing ~down_ their. .

City -money. market rates to come down at
least another 3 point before they could cut .




W@ egt for

-

giveaway

o i "By MARK DOWDNEY “ 512
CHANCELLOR -8ir Geoffrey Howe was given the go-
ahead b¥ the Cabinet yesterday to draw.up a giveaway
Budget for next spring. - e -

For the first-time in the life of Premier Margaret
Thatcher's government, its spending plans are on .

- target.

* _So Sir Geoffrey will not

be faced with having to
- raise extra revenue in the
Budget.

With 2 General Election
looming, MP$ expect him
to put more cash into*

" people’s pockets through
a hefty rise in income tax
allowances.

There will also be cash

- gvailable to help industry,
-ran?ng from cuts in the
national ' insurance sur-
charge to extra ald to
ease energy costs. :

The five per cent cut in
the dole which has led to
several revolts by Tory

" back-benchers since it
was imposed two years
ago is expected to be
restored.

Sir Geoffrey will drop a
few hints in a Commons
statement, probably next
week, .

His likely message will
be that as long as pay
rises remain moderate, he
will be able to hand out
benefits in the Budget.

-

— -
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“SIR Geoffrey Howe. xhe 'Chan-
iellor, appears to (have, brought
forward the date of his  financial
statement to' the Commons: on,
_the Goyerniment's £121bn spend-
’inguplans for. 1983-84 possxbly
‘to next-week. o, s i
++This follows a'2}. hour Cabmet
meetmg . yesterday ;. At which
rmuusters ~iagreed the!? ﬁn;ﬂ
.detafls .of ;the . lans B NA"
:, The mtementis exvected(to
be 34 bm‘ny A Cmum@nﬂvu‘o
' 1:One “reason [t :its
‘beinx‘,brought forward may. be
‘governmenthopes. that jtx"@qn
'te!.]tﬁ icould take ithe. 'wind
{'of “the” sails of ! -Labour’s’ ‘on»
slaught ‘on’. unemploymem ‘and
{'the *’Government’s » financial {
strateﬁy—-especxally privatisa- |
.| tion, of Britoil and Brlmh Tele-"
.com—planned ‘ for 'next “sveek.
“»The shadow-Cabinet-mef for.
‘an our yesterday to dmcuss>the
{:Government’s ’legislative * pro-
g:amme for ‘the’ pext.year, .to
outliped » in " the ', Queen's
‘Speech at the, opening of Parlia-
‘ment: today. (The - speech swas
read out’ to'the Cabinet ‘]ast
night by Sir Robert Armstrong,.
-the Cabinet Secretary, at: their
“traditional eve of Parhament
dmner., z iy T

A'The Commom debate bn the
main ‘economic measures in the,_
speech will ‘be next Wedn@day
It swas indicated,'in Whitehall®
gyesterday “that mc Chancguor
1/ make ~his ‘financial | state-
’inen; “in the first half of this |
month' ‘and 'the possibility: of
‘its xcolncading with:ithe /debate.

‘on ‘the ‘Quee.n‘s Speech was. uqt
m'ﬁd nuf W M S Y Lot X
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By Colin Brown and
Vietor Keegan -~ smene.

The- Cabinet yesterday,
approved an autumn - economic
package which will provide
mild .expansion for < industry
while sticking to the Chancel-
lor’s £121 billion target for\

ublic expenditure  in ' the'
gnancial year 19834 — an in-
crease of £6 billion or 7.5 per
cent on this year.

» The Government has gone
further than most people have
been ‘expecting in turning the
.autumn _statement into_  the
kind " of “provisional  Budget
which the Commons  Treasury
Committee v\hus -becn advocat-

At includes < broad -expendi-’
ture .plans, the most detailed
economic’ forecasts yet . pub-
lished, details, of- incrgases in
National Insyrance’, contribu-
tions, and the genéral para- |
meters . within | which ' the

CBI reports, page 18 : Leader.-
comment, page 14

Chancellor, Sir Geoffrey Howe,
will decide how to ‘concentrate

‘“ giveaway - he ‘js expected to

:have in March. . |
' ‘With inflation -now down to

HP controls in July (partly re-
sponsible for the .current rise

‘local authorites to spend more |
‘accounts, ;

.

course ' was " giver "a* boost yes-

spending /plans ‘for( next. year.

‘because the-£121. billion spend-

Modest package of
reflation on way ..

7.3 per'cent and: set' to fall to, charge from 2 }per, cent to 2
5 per cent by the ‘spring, yes- Per cent as a temporary meas-
‘terday’s ‘measures.amount to a ure from August 1 to the end.
mini-Budget - and”: mark ' the. Of his financial year. But he is
latest instalment of: an expan- expected- to' make ‘this per-
sion-by-stealth, policy ‘which has' manent.at a cost of ' £600. mil- |-
been “building “up for. some lion in a full year and possibly
months. It includes abolition of cut ‘a {further half per cent

fin retail sales), relaxation of [also fix the level of increase

monetary policy announced last | for pensions and ‘social security
month, and exhortations by the benefits. He is expected to re-
'Environment Secretary to get{Store a5 per-cent abatement

money’ -on. 't i two . years ago but  Tory
4 & "o Belr capital IS wets ” .who have been press-

This mildly expansionist |ing him to do so expect -him to

terddy by the Cabinet’s author- |account of the unexpected fall
isation  ‘of  ynchanged . public {in inflation: this year. .

‘This: could “be - expansionary {Will"-be’.accompanied. by, the
«««--Turn-fo ‘back: page, col..3

ing plans for next year (drawn
up-last-November)..were. based
on an inflation -rate several
percentage points above what
i1s now forecast.. This means
that departments could have
some ‘scope for increasing the
volume of their spending while
still ' keeping ~within Govqe{\n-
ment-imposed (cash Jimits., &

The autumn package. 1is
believed to /have’;made ‘the

“temporary T reductipn ; of 4 |,

per cent - announced last
March in the  National Insur-
ance surcharge into .a per
manent+z one .~.and . to.-.have
included a.further reduction”in
the surcharge, The iincreases, in
the ordinary NI contributions{
—» made | more, onerous . last’
year because of a reduction in
the Treasury’s contribution to
the scheme  are also expected
to be more generous this year.

., But although. 'the pverall’l’

effect” will be "expansionary, it
is ~thought unlikely that ‘the
Chancellor 'will } make any
major - relaxation. to' take the
political steam -out of his
March Budget.

Against the background ' of
falling inflation, the -Cabinet

the' . £2 ,to . £3  billion Yesterday decided - on  ‘the|

amount of aid it could give to

industry. The < Chancellor ’ re-

duced - National Insurance ‘sur-

from the NIS this month.
Sir Geoffrey’s statement will

in unemployment benefit- made

juggle -~the - figures-to take-

“The Chancellor’s £ statement

Continued from page one

Government Actuary's assump-
tion on unemployment which
suggested 12 .months ago it
would rise to 2.9 million, when
in fact it topped over 3.3 mil-
lion. The total.fell to 3-2 mil-
lion _this month, but is not
expected to fall below 3 mil-
lion in the coming year.

Sir’ Geoffrey’ “will put - off
assistance for“ the low-paid
until his Budget but it is
almost . certain ¢ ghat he will
raise tax. ‘thresholds and in-
crease some personal
allowances followjng attacks on
the Goyernment for increasing
the ‘tax burden on the poor
while reducing it for the rich. °

The Prime Minister's pledge
to reduce income tax to 25p in
the pound as a basic rate has
now been scrapped. But the
level of aid announced by Sir
Geoffrey in the next two weeks
will give a.strong indication of
the possibilities for reducing
the basic rate of income tax
next spring. .

"He is also’ to carry out a
,Treasury ° Select 'Commitfee '
recommendation to publish a
form ‘of “ Green Book”™ on his
Budget' assumptions |

Michael Smith adds : The Con-.
federation of “British, Industry
is ‘expected to renew its plea
for early Government assist-
ance for business within the
next few days when it makes

A

its submission to the Chancel-
lor ahead 'of the @ proposed
Budget policy. statement | later
this’ month. | '

Sir Terence Beckett, direc-
tor-general of the CBI, yester-
day told delegates at the CBI
conference in Eastbourne that
the NIS was a * perversely bad
tax ” which ‘operated against
the | national interest. d




‘ax cuts on Way
jobs boost

ANOTHER £1,000 million
Government boost = for
industry and jobs looks on
the way.

But so0o does a tightening  of
the screw on dole payments
and &gnsmn as inflation falls.

the outlook last

nlght after the Cabinet agreed
a8 £121,000 million
bud et for mext year,
ancellor Sir Geoffrey Howe

is working on a package which "

he will unwrap within the next

two weeks. It will pave the way.
for a cut in income t.ax in the .

next Budget.-

At the same time the Bank-
of England is clear!y signalling
for another cut in bank base

spending

By JOHN WARDEN
Political Editor

rates by § per cent to 9 per
cent this week or next.

That ‘would msake it virtually
certain that . the - building
societies will recommend a 2

- per cent cut in the mortgage
~ rate next month. -~ -

The Chancellor is expected to

e announce another_'1 per. cent

in the National Insurance
Surcharge—-tbe payroll tax paid
by employers—wort.h at least

+ £1,000 million to cheer up the -

" Confederation of British, Indus-

try gloom-mongers.-
It would take effect next April
bringing the surcharge down to

1} per cent.

For the first time In years a
Government 1is able to plan
ahead on inflation remaining in
single figures and falling.

But for a nation that has
grown used to chronic infla-
tion the withdrawal symptoms
will include some shoc

The worst will be a sharp
brake on future social security
benefits — dole, pensions, and
sick pay,

This month’s 11 per cent
lncrease in pensions and other
benefits was fixed last March.

But inflation has fallen faster
than was estimated, so pen-

‘sloners and others are getting

at least 2ip in the £ more than
the Government intended. In

"many cases this amounts to°

£1 a week,

Yesterday's key decision In
Cabinet was that pensions ancl
other benefits should °
adjusted downwards as, \ell &s
upward. 4

Sir Geoffrey will not know the
exact figure until the 1983-84

infiation forecast is made next
spring. But it could mean a rise
of only 4 or 5 per cent or less
in pensions, dole and sick pay
this time next year.
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SPEAKING NOTE FOR MINISTERS

UPRATING OF SOCIAL SECURITY BENEFITS

More than 20 million pecple are this week receiving an increase in their
retirement pension, child benefit and other Social security benefits. Most

people who benefit will get an increase of eleven per cent.

The new increases will cost around £3000 million and will mean that this
Government will be spending about £32,500 million a year on cash benefits.
About half will help elderly people and| the remainder goes largely to

gick and disabled people, families with;children and the long-term unemp
The increases mean that retired couples will now get 2 pension of more than
£2,700 a year at the basic rate. Families will now get over £300 a year
tax free for each child from child benefit. The extra benefit for one

-

parent families is also going up. Mobility allowance is not only

-

increased but has also been made tax free.
year.

The details of the increases are:

Retirement Pension

The basic retirement pension goes up from £29.60 to £32.85 a week for a

single person and from £47.35 to £52.55 for a married couple.

Unemployment and Sickness Benefits

The standard rates of unemployment and sickness benefit go up by £2.50
for a single person from £22.50 to £25.00, and by £4.05 from £36.4%0 to
£40.45 for a married couple. Injury benefit increases ot £27.75 for a
single person, and £43.20 for a couple, and maternity allowance tc

5.00.




Tne rate of invalidity pension for a single person is increased by
£3.10 taking the pension from £28.35 tec £31.45. For a married

couple the increase will be £4.95 a week, ie from £45.35 to £50.30
a2 week.

Child Benefit

Child Benefit has been increased by 60p to £5.85 a week for each child.
One-parent Benefit rises from £3.30 to £3.65 a week. A one-parent
family with two children will now get £15.35 a week, compared with

£13.80.

Ta=ily Income Suvpvlement - FIS

The maxiruz level of income for entitlement to FIS goes up from £74.00
to £82.50 a week for one-child families, and the additional amount for

each further chilc increases to £9.00 a week.

Mobilitvy Allowance

Mobility zllowance goes up from £16.50 to £18.30 a week. The allowance

is no longer lizble to tax.

Vidows a2nd other long term beneficizries

Widows pensions, war anc industrial cdisablement pensions, attencance
allowance, non-contributory invalidity pension, invalid care allowance,

new scheme adcitional pensions and graduated pensions are increased by

11 per cent.

Ezrnings rules

The amounts thai can be earned by retirement pemrsioners, sick and diszblec
people in receipt of incapacity benefits go up. TFor retirement pensioners
the limit rises from £52 to £57 a week. The amount of net earnings from
perritted work of s therapeutic nature which can be received without loss
of benefit by claimants to sickness, injury or invalidity benefits

increases froz £16.50 to £20 & week. TFor those receiving invalid care

allowance the ezrnings limit doubles from £5 to £12 a week.

upplenentarv benefit

tes of supprlementary benefit azlso go up. The ordinary scale rate for

a single householder rises from £23.25 to £25.70 and for a couple from

£37.75 to £41.70. The long term single householder rate goes up Ifrom

-

£29.60 to £32.70, for a couple from £47.35 to £52.30. The limit on the




amount of capital a person can hold and still receive supplementary

benefit increases from £2,000 to £2,500, fully restoring its 1980

real value. Supplementary benefit heating additions for those with
extra heating needs go up 15 per cent in line with the estimated.rise

in fuel prices. The basic rate heating addition goes up from £1.65 to
£1.90 2 week (that is, to0 £98.90a year) and the higher rate heati
addition rises from £4.05 to £4.65 a week (£241.80 a year). This means
that total spending on fuel assistance to over 2 million households will

rise to over £300 million a year.

Detzile of all main benefit increases can be found in leaflet NI 196
(Fovember 1982) available from DHSS local offices or from DHSS leaflets

' Onit, PO Box 21, Stanmore, Middlesex, HA7 1AY.

22 .11.82 .




