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ANNOUNCEMENT OF PUBLIC EXPENDITURE CUTS 


The C h a n c e l l o r w a n t e d t h e P r i m e M i n i s t e r t o be aware o f h i s 

most r e c e n t t h i n k i n g on t h e p r e s e n t a t i o n o f some o f t h e 

C a b i n e t ' s d e c i s i o n s on r e d u c t i o n s  / i n p u b l i c e x p e n d i t u r e , 

f o l l o w i n g d i s c u s s i o n s he has had l a s t n i g h t and t h i s m o r n i n g 

w i t h t h e S e c r e t a r i e s o f S t a t e f o r E d u c a t i o n and f o r t h e E n v i r o n m e n t . 

You w i l l a l r e a d y have r e c e i v e d f r o m Mr. C a r l i s l e ' s P r i v a t e 

S e c r e t a r y t h e t e x t a g r e e d b e t w e e n t h e C h a n c e l l o r and t h e 

S e c r e t a r y o f " S t a t e " c o v e r i n g t h e G o v e r n m e n t ' s b r o a d a p p r o a c h on 

RSG and pay s e t t l e m e n t s . T h e r e a r e h o w e v e r s e v e r e l i m i t a t i o n s 

on t h e p r o g r e s s l i k e l y t o be made i n t h e t e a c h e r s pay 

n e g o t i a t i o n s i n t h e a b s e n c e o f any c l e a r s t a t e m e n t o f t h e 

G o v e r n m e n t ' s i n t e n t i o n s r e g a r d i n g R S G . F u r t h e r m o r e , i t w i l l 

be d i f f i c u l t , and n o t a t a i l u s e r u i , t o t r y t o s u s t a i n t h e 

p o s i t i o n where t h e L o r d P r e s i d e n t w i l l have r e v e a l e d t o t h e 

C i v i l S e r v i c e S t a f f S i d e t h e p o s i t i o n o f c e n t r a l g o v e r n m e n t 

p a y - r e l a t e d c a s h l i m i t s , w h i l s t t h e Government w i l l have made 

o n l y q u a l i t a t i v e s t a t e m e n t s a b o u t r e d u c t i o n s i n RSG. 


The C h a n c e l l o r t h e r e f o r e p r o p o s e s , s u b j e c t o f c o u r s e t o 
t h e P r i m e M i n i s t e r ' s v i e w s , t o i n c l u d e i n h i s s p e e c h d u r i n g 
t h e D e b a t e on t h e A d d r e s s on T u e s d a y 22 May a p a s s a g e on t h e 
f o l l o w i n g l i n e s : ' ' 

( i ) Some g e n e r a l r e m a r k s a b o u t t h e G o v e r n m e n t ' s
t o p u b l i c e x p e n d i t u r e . 

 a p p r o a c h 

[_ i i ) The G o v e r n m e n t ' s i n t e n t i o n not_ t o i n c r e a s e c a s h l i m i t s 
t o t a k e a c c o u n t o f p r i c e s i n c r e a s e s l a r g e r t h a n 
o r i g i n a l l y p r o v i d e d t ' o r . a n d r,o T n c V f l f l S S T,h£ W f l g e ­
r e l a t e d e l e m e n t s o f c e n t r a l Government c a s h l i m i t s 

I by y p e r c e n t l e s s t h a n w o u l d be needed t o c o v e r 
t h e C i v i l S e r v i c e p a y s e t t l e m e n t i n f u l l . 

< i i i ) The i n t e n t i o n fro r e d u c e RSG c a s h l i m i t f o r 1979/80 

by a t l e a s t f S30DJ m i l l i o n b e f o r e a l l o w i n g f o r any 


*. o f f s e t t o t h e t e a c h e r s pay s e t t l e m e n t 




The C h a n c e l l o r w o u l d s a y t h a t t h e Government w i l l a l s o be 

m a k i n g some s p e c i f i c e x p e n d i t u r e c u t s b u t he w o u l d g i v e 

no d e t a i l s ; t h a t i s f o r t h e B u d g e t s t a t e m e n t . 


The C h a n c e l l o r i s n o t w o r r i e d by t h i s m i n o r p r e - e m p t i o n 

o f h i s B u d g e t s t a t e m e n t . I n any e v e n t , i t i s v i r t u a l l y 

c e r t a i n t h a t d e t a i l s o f t h e s e d e c i s i o n s w i l l l e a k o u t a f t e r t h e 

L o r d P r e s i d e n t has s e e n t h e C i v i l S e r v i c e S t a f f S i d e , and 

Mr H e s e l t i n e has s p o k e n t o t h e l o c a l a u t h o r i t y o r g a n i s a t i o n s . 

The C h a n c e l l o r w o u l d p r e s e n t t h e r e d u c t i o n i n RSG as t h e 

n e c e s s a r y c o n s e q u e n c e o f two f a c t o r s ; t h e n e e d f o r t h e 

l o c a l a u t h o r i t y s e c t o r t o c a r r y a s h a r e o f t h e G o v e r n m e n t ' s 

g e n e r a l r e d u c t i o n s i n p u b l i c e x p e n d i t u r e , and t h e G o v e r n m e n t ' s 

d e c i s i o n t o t o o f f s e t f u l l y t h e l e v e l o f pay s e t t l e m e n t s i n 

t h i s s e c t o r . 


I am c o p y i n g t h i s l e t t e r t o t h e P r i v a t e S e c r e t a r i e s 

t o t h e L o r d P r e s i d e n t , t h e S e c r e t a r i e s o f S t a t e f o r t h e 

E n v i r o n m e n t , E d u c a t i o n and S c o t l a n d , and t o M a r t i n V i l e . 
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ANNOUNCEMENT OF PUBLIC EXPENDITURE CUTS 


The Prime M i n i s t e r has seen your l e t t e r of 18 May i n which 

you i n d i c a t e t h a t the C h a n c e l l o r proposes to i n c l u d e i n h i s 

speech tomorrow d u r i n g the Debate on the Address a passage on 

p u b l i c expenditure. 


The Prime M i n i s t e r agrees that the C h a n c e l l o r s h o u l d make 

some g e n e r a l remarks about the Government's approach to p u b l i c 

e x p e n d i t u r e , and that he should a l s o announce the Government's 

i n t e n t i o n s on cash l i m i t s i n r e l a t i o n to c e n t r a l Government 

expenditure. However, sne t h i n k s that i t would be unwise to 

announce that the RSG cash l i m i t i s to be reduced by at l e a s t 

£300 m i l l i o n b e f o r e a l l o w i n g any o f f s e t to the te a c h e r s ' pay 

s e t t l e m e n t . Her view i s that i f t h i s f i g u r e i s announced now, 

the amount of o f f s e t a t t a c h i n g i n due course to the t e a c h e r ' s pay 

s e t t l e m e n t w i l l become known; and she t h i n k s i t would be best 

to a v o i d t h i s . 


I am sending a copy of t h i s l e t t e r to the P r i v a t e S e c r e t a r i e s 

to the Lord P r e s i d e n t , the S e c r e t a r i e s of S t a t e f o r the Environment, 

Education and Sc o t l a n d , and to M a r t i n V i l e (Cabinet O f f i c e ) . 


M a r t i n H a l l , Esq., 

HM Treasury. 
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My Secretary of State has seen Ma r t i n H a l l ' s l e t t e r of l&'May to you 
about the announcement of p u b l i c expenditure cuts by the Chancellor 
tomorrow and your r e p l y of 21\t^ay; and a l s o Mr H e s e l t i n e ' s l e t t e r of 
the same date to the Chancellor about p u b l i c expenditure. 

Mr C a r l i s l e i s glad to see that the Prime M i n i s t e r has decided against 

s p e c i f y i n g the o f f s e t to the RSG cash l i m i t i n tomorrow's statement, 

f o r he was about to recommend t h i s to her f o r the reasons that she has 

advanced. This l i n e i s r e i n f o r c e d by the f a c t that a settlement has 

t h i s afternoon been concluded with the primary and secondary school 

teachers. Whatever f i g u r e i s f i r s t announced, should therefore cover 

t h i s settlement and not be l e f t indeterminate f o r the f u t u r e . Against 

t h i s background i t i s c l e a r l y e s s e n t i a l that there should be no 

s p e c i f i c reference to teachers i n the Chancellor's statement tomorrow. 

I t must be made c l e a r that teachers are being t r e a t e d i n e x a c t l y the 

same way as a l l other groups. 


On the d i s t r i b u t i o n of the cuts i n p u b l i c expenditure i n 1979-80, 
Mr C a r l i s l e p r e f e r s the approach which he understands the Chief Secretary 
has i n mind f o l l o w i n g Thursday's Cabinet, i e to set each M i n i s t e r a 
target that takes f u l l account of i n d i v i d u a l circumstances and the 
Government's p r i o r i t i e s r a t h e r than to seek to impose an across the 
board percentage r e d u c t i o n . 
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I am sending copies of t h i s l e t t e r to the P r i v a t e S e c r e t a r i e s to the 

Lord President, the S e c r e t a r i e s of State f o r the Environment and Scotland, 

the Chief Secretary and to M a r t i n V i l e . 


P J HUNTER 

P r i v a t e Secretary 



