
S E C R E T 

P R I M E M I N I S T E R 

P U B L I C E X P E N D I T U R E 
(C(79) 30 and 31), 

B A C K G R O U N D 

A t C a b i n e t l a s t week , you a s k e d : 

(a)	 that the C h a n c e l l o r shou ld p r o d u c e a p a p e r on the e c o n o m i c 

b a c k g r o u n d , show ing what w o u l d happen i f h i s ob j ec t i ve of 

£6. 5 b i l l i o n r e d u c t i o n s i n 1980-81 w e r e not me t ; 

(b)	 that a s u b - C o m m i t t e e (MIS 'C 11) shou ld r e v i e w some o f the 

m a i n spend ing p r o g r a m m e s . 

2.	 The f i r s t r e m i t i s d i s c h a r g e d by C(79) 30. 

3. The s econd r e m i t i s c o v e r e d by the r e p o r t of M I S C 11, c i r c u l a t e d by the 

C h a n c e l l o r as C(79) 31 . In the event , the G r o u p was ab le to t a lk to n e a r l y a l l 

the spend ing M i n i s t e r s , and not j u s t a l i m i t e d range w h i c h you m e n t i o n e d at 

C a b i n e t . The r e p o r t shows that, w h i l e s u b s t a n t i a l p r o g r e s s has been m a d e , 

the C h a n c e l l o r i s s t i l l £800 m i l l i o n s h o r t of h i s t a r ge t . T h i s i s a f t e r t ak ing 

a c coun t of v e r y b i g c o n c e s s i o n s by the S e c r e t a r y of State f o r E d u c a t i o n . B u t 

E d u c a t i o n , a l ong w i th H o u s i n g and the De f ence Budge t , r e m a i n the p r i n c i p a l 

a r e a s of d i f f i c u l t y . 

4. A s background you m a y c a r e to be r e m i n d e d of the m a k e - u p of the 

£6^ b i l l i o n cu ts as set out i n the e a r l i e r p a p e r s . It w a s : 

(1)	 P u b l i c E x p e n d i t u r e p r o g r a m m e s o the r than the 

n a t i o n a l i s e d i n d u s t r i e s 4. 75 """"0 

(2)	 N a t i o n a l i s e d I n d u s t r i e s (net) 0. 35 

(3)	 F u r t h e r cuts i n C i v i l S e r v i c e m a n p o w e r 0. 15 

(4)	 R e d u c t i o n i n C o n t i n g e n c y R e s e r v e 0. 75 •— 

(5)	 Sa l e of A s s e t s 0 . 5 0 — 
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5. The C a b i n e t ' s p r e s e n t d i s c u s s i o n i s c o n c e r n e d w i t h i t e m s (1) and (Z) 

and the C h i e f S e c r e t a r y w i l l a l s o seek d e c i s i o n s on (4) and (5). I t em (3) -
W 

C i v i l S e r v i c e manpojer - i s f o r c o n s i d e r a t i o n a f t e r the r e c e s s (though the cu ts 

i n l i n e 1 a l r e a d y i m p l y s u b s t a n t i a l - i f as yet unquant i f i ab l e - cuts i n C i v i l 

S e r v i c e m a n p o w e r ) . 

H A N D L I N G 

6. T h i s i s bound to be a l o n g and d i f f i c u l t C a b i n e t and the sooner s p e c i f i c 

d e c i s i o n s can s t a r t to be made the b e t t e r . I sugges t t h e r e f o r e that you s t a r t 

s t r a i g h t off on C(79) 31 t r e a t i n g the C h a n c e l l o r ' s " b a c k g r o u n d " p a p e r 

(C(79) 30) as b a c k g r o u n d and on l y p r a y i n g i t i n a i d i f any c o l l e a g u e s seek to 

r e open the tax and m o n e t a r y s t r a t e g i e s . 

7. A c c o r d i n g l y I sugges t that you beg in by a s k i n g the C h a n c e l l o r of the 

E x c h e q u e r to take the C a b i n e t i t e m by i t e m th rough C ^ 7 9 ^ ^ 1 . T h i s i s r i g h t 

both b e c a u s e he has c h a i r e d the " s t a r c h a m b e r " g roup and because on th is 

o c c a s i o n i t w i l l p r o b a b l y be bes t f o r you to ho ld y o u r own f i r e u n t i l you can 

see the shape of the f i n a l package w h i c h you w i l l then need to th row y o u r 

we ight b e h i n d . 

8. The C h a n c e l l o r and the C h i e f S e c r e t a r y w i l l be s e e k i n g e ight s p e c i f i c 

d e c i s i o n s : 
7a)	 A g r e e m e n t on the f i g u r e s f o r changes to i n d i v i d u a l p r o g r a m m e s 

l i s t e d i n A n n e x B . 

(b)	 A g r e e m e n t to the changes i n n a t i o n a l i s e d i n d u s t r y b o r r o w i n g 

l i s t e d i n the e a r l i e r p a p e r , C(79) 28 as m o d i f i e d by the M I S C 11 

r e p o r t . (The cuts a r e set out i n T a l ^ ^ 3 ^ o n page 6 of C(79) 28 

and the m o d i f i c a t i o n s on pages 14 and 15 of C(79) 31 . ) 

(c)	 D e c i s i o n s on the f o r m of an announcemen t nex t week : i f i t cannot 

be f i n a l l y a g r e e d be fo re next T h u r s d a y ' s C a b i n e t , shou ld the 

^y/iex.t	 be c i r c u l a t e d i n c o r r e s p o n d e n c e i n advance , f o r f i n a l 

s e t t l e m e n t then? ( You w i l l r e m e m b e r that the C h a n c e l l o r has 

toyed w i th the i d e a of p r e s e n t i n g a Whi te P a p e r to e x p l a i n the 

e c o n o m i c s e t t ing i n w h i c h the G o v e r n m e n t ' s d e c i s i o n s have to 

be p l a c e d - i t i s h i g h l y doubt fu l , h o w e v e r , i f s u c h a Wh i t e P a p e r 
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cou ld be p r e p a r e d anji c l e a r e d i n t i m e fo r p u b l i c a t i o n next 

week . M r . W a l k e r has of c o u r s e a r g u e d that i t w i l l he lp 

h i m i n h i s o p e r a t i o n w i th the l o c a l a u t h o r i t i e s to have h i s 

r e q u e s t s to t h e m put i n a w i d e r f r a m e - and he needs th is 

s oon . ) 

(d)	 W h e t h e r any announcemen t shou ld t r e a t l o c a l a u t h o r i t y c u r r e n t 

e xpend i tu r e as a s ing l e b l o c k (the p r o p o s a l i n p a r a g r a p h 7 of 

the M I S C 11 r e p o r t ) . 

(e)	 A g r e e m e n t to go to c o n s u l t a t i o n w i th the l o c a l a u t h o r i t i e s on 

y e a r s beyond 1980-81 d u r i n g the s u m m e r . 

(f)	 A g r e e m e n t that the ' e n d - y e a r c a r r y - o v e r 1 a r r a n g e m e n t s shou ld be 

e x a m i n e d at o f f i c i a l l e v e l (a po in t l e f t o v e r f r o m the C h i e f 

S e c r e t a r y ' s p a p e r at the l a s t mee t ing ) . 

(g)	 A g r e e m e n t on the t a r g e t s i z e of the C o n t i n g e n c y R e s e r v e f o r 

1980-81 ( n e c e s s a r y , to p r e v e n t C a b i n e t p i l i n g up too m a n y 

i m p r e c i s e f o r w a r d c o m m i t m e n t s - e . g . on r e g i o n a l 

e xpend i tu r e ) . 

(h)	 A g r e e m e n t on the t a r g e t f o r d i s p o s a l s i n 1980-81 - n e c e s s a r y to 

g ive gu idance to E(DL>), w h i c h i s c o n s i d e r i n g the 1980-81 

p r o g r a m m e l a t e r on T h u r s d a y . 

9. I sugges t that you s t a r t by s e t t l i n g the l o c a l a u t h o r i t y i s s u e i n 

p a r a g r a p h s 6 - 9 of the M I S C 11 r e p o r t : th i s e f fects the h a n d l i n g of the 

subsequent d i s c u s s i o n . The a r g u m e n t i s that the G o v e r n m e n t cannot d i r e c t l y 

c o n t r o l l o c a l a u t h o r i t y c u r r e n t e x p e n d i t u r e . T h a t be ing so , the bes t route 

m i gh t be ' g l o b a l i s e ' the c u t s , g ive gu idance on e x e m p t i o n f o r l a w and o r d e r 

p r o g r a m m e s , and l eave the l o c a l a u t h o r i t i e s to s o r t out the r e s t . The 

S e c r e t a r y of State f o r the E n v i r o n m e n t b r o a d l y f a v o u r s th is a p p r o a c h : the 

S e c r e t a r y of State f o r E d u c a t i o n i s l i k e l y to oppose (see h i s l e t t e r of 10th J u l y ) . 

The po in t i s an i m p o r t a n t one, w h i c h goes to the roo t of the G o v e r n m e n t S / L o c a l 

A u t h o r i t y r e l a t i o n s h i p . If the C a b i n e t chooses th is c o u r s e , f o r next y ea r on ly , 

' i t s i m p l i c a t i o n s f o r l o n g e r - t e r m c o n t r o l w i l l need to be w o r k e d out i n some 
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d e t a i l . It a l s o l e a d s s t r a i g h t in to the d i f f i c u l t q u e s t i o n of g o n t r o l o v e r r a t e s . 

T h e r e i s no abso lu t e need f o r a d e c i s i o n on that d i f f i c u l t q u e s t i o n at th is stage. 

Y o u m i g h t want to c a l l f o r a f u r t h e r p a p e r i m m e d i a t e l y a f t e r the r e c e s s , f r o m 

the C h i e f S e c r e t a r y and the S e c r e t a r y of State f o r the E n v i r o n m e n t , on th i s 

po in t . If the d e c i s i o n i s i n f a v ou r of ' g l o b a l i s a t i o n ' i t i s not s t r i c t l y n e c e s s a r y 

to go th rough the i n d i v i d u a l p r o g r a m m e s w i t h a l o c a l a u t h o r i t y e l emen t : but 

C a b i n e t cannot v e r y w e l l a c c ep t a g l o b a l f i gu r e w i thout know ing a p p r o x i m a t e l y 

what i t m i g h t m e a n f o r i n d i v i d u a l p r o g r a m m e s and I th ink the be t t e r c o u r s e i s 

to go t h r o u g h the d e t a i l s . 

10. In that c a s e , you m i g h t use the M I S C 11 r e p o r t a s a text , s t a r t i n g at 

p a r a g r a p h 11. The f i g u r e s a r e s u m m a r i s e d i n A n n e x B , but th is does not d ea l 

w i th the n a t i o n a l i s e d i n d u s t r y t o t a l s , w h i c h a r e shown s e p a r a t e l y ( un r e v i s ed ) i n 

C(79) 28, Tab l e 3. Y o u need to have both l i s t s be fo re you as you p r o c e e d . 

I a t t a ch as an A n n e x no tes on some points of d i f f i c u l t y w h i c h m a y a r i s e . 

11. The r e m a i n i n g po in t s shou ld t a k e l i t t l e t i m e , but they need to be 

c o v e r e d . 

12. L o c a l A u t h o r i t y c o n s u l t a t i o n s about subsequent y e a r s . The C h i e f 

S e c r e t a r y w i l l a r gue that e a r l y c o n s u l t a t i o n s a r e needed w i t h the l o c a l 

a u t h o r i t i e s about the d e epe r cuts w h i c h w i l l be needed i n 1981-82 and 

subsequent y e a r s , and that these t a l k s shou ld b eg in i m m e d i a t e l y i n o r d e r to 

p r e p a r e the g round f o r d e c i s i o n s w h i c h the C a b i n e t has to take i n the a u t u m n . 

The p r o p o s a l i s that i l l u s t r a t i v e cuts of 12^ p e r cent i n 1981-82 and of I7j p e r 

cent i n 1982-83 shou ld be e x p l o r e d . Htm a WHf the fac t o f s u c h c o n s u l t a t i o n 

m u s t b e come p u b l i c know ledge , i t s e e m s d e s i r a b l e that they shou ld take p l a c e 

i f C a b i n e t i s to have a w e l l - i n f o r m e d d i s c u s s i o n i n the a u t u m n about the l a t e r 

y e a r s . It can be e m p h a s i s e d i n the c o n s u l t a t i o n s that the f i g u r e s a r e at th i s 

stage p u r e l y i l l u s t r a t i v e . B u t e q u a l l y , the a u t h o r i t i e s m u s t not be l ed to 

b e l i e v e that the 1980-81 cuts a r e the end of the s t o r y . 

13. C o n t i n g e n c y R e s e r v e . The C h i e f S e c r e t a r y ' s e a r l i e r p a p e r , C(79) 26, 

p r o p o s e d i n p a r a g r a p h 13 that the C o n t i n g e n c y R e s e r v e for next y e a r s h o u l d be 

cut f r o m £ 1, 500 m i l l i o n to £750 m i l l i o n . T h i s i s a v e r y l a r g e cut so l ong 

be fore the s t a r t of the y e a r . It l e a v e s a v e r y s m a l l m a r g i n f o r e r r o r w h i c h 
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m a y have to a c c o m m o d a t e a f u r t h e r u p - r a t i n g i n c h i l d bene f i t i n N o v e m b e r 1980, 

as w e l l as any ' o v e r - r u n s ' on pay beyond w h a t e v e r c a s h l i m i t s a r e a g r e e d for 

next y e a r . N e v e r t h e l e s s , th i s cut s e e m s i n e v i t a b l e i f any th ing l i k e the 

o r i g i n a l t a r g e t i s to be m a i n t a i n e d . Y o u w i l l want to m a k e C a b i n e t s i g n up on 

the cut qui te s p e c i f i c a l l y , i n o r d e r to m a i n t a i n d i s c i p l i n e on expend i tu r e d u r i n g 

the y e a r as i t p r o c e e d s . 

14. D i s p o s a l s . The t a r g e t p r o p o s e d i s £500 m i l l i o n i n 1980 -81 . It m a y 

w e l l p r o v e p o s s i b l e to do b e t t e r than t h i s . B u t i t s e e m s , p a r t i c u l a r l y 

f o l l o w i n g the u n s a t i s f a c t o r y d i s c u s s i o n of B N O C e a r l i e r i n the week, that i t 

w o u l d be u n w i s e to bet on t h i s . E ( D L ) w i l l be l o o k i n g at the p r o g r a m m e at 

i t s m e e t i n g nex t week . 

15. De f ence . It m a y be that be fore th i s po in t an a g r e e m e n t w i l l have been 

r e a c h e d on the De f ence componen t . O n the o ther hand the re a r e s i gns of 

g r o w i n g d i s c o n t e n t a m o n g o the r M i n i s t e r s about the p r i v i l e g e d p o s i t i o n of th is 

p r o g r a m m e . If th i s r e s e n t m e n t s u r f a c e s f r e quen t l y i n the d i s c u s s i o n you 

m i g h t sugges t that the C a b i n e t take a second l ook at De fence at the end of the 

d i s c u s s i o n . 

16. T i m i n g of A n n o u n c e m e n t . Y o u w i l l have seen the C h a n c e l l o r ' s 

^ ^ . m i n u t e	 of 18th J u l y w h i c h e x p l o r e s the opt ions h e r e . If there i s to be a debate 

the C h i e f Wh ip t h i n k s i t m i g h t w e l l m e a n ex t end ing the S i t t i n g of the H o u s e into 

A u g u s t . Y o u w i l l c l e a r l y not want to have a debate of th i s i m p o r t a n c e 

o c c u r i n g w h i l e you a r e i n L u s a k a . B u t th i s i m p o s e s i t s own c o n t r a i n t s on the 

t i m e t a b l e . If the debate m u s t be nex t week you w i l l have to f i t i n ano the r 

m e e t i n g of the C a b i n e t e a r l y nex t week to ag ree the content of the announcemen t 

and th i s i n t u r n m e a n s that C a b i n e t m u s t r e a c h v i r t u a l l y f i n a l c o n c l u s i o n s on 

the cuts at the p r e s e n t m e e t i n g . E v e n i f th i s p r o v e s p r a c t i c a b l e (wh i ch i s a 

b i g a s s u m p t i o n ) you m a y s t i l l f e e l , that p r o c e e d i n g at th i s pace c a r r i e s a h i g h 

r i s k of mudd l e and of i nadequa t e l y p r e p a r e d p u b l i c p r e s e n t a t i o n . It i s 

r e l e v a n t that the p r i n c i p a l o p e r a t i o n a l r e a s o n f o r m a k i n g th i s m a j o r 

announcement be fo re the r e c e s s a p p e a r s to be to g ive M r . H e s e l t i n e a po in t 

of r e f e r e n c e f o r h i s d i s c u s s i o n s d u r i n g the r e c e s s w i th the l o c a l a u t h o r i t y 
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A s s o c i a t i o n s . Y o u m i g h t a s k you r c o l l e a g u e s whe the r they r e g a r d the 

p r e s e n t v e r y d i f f i c u l t t i m i n g p r o p o s a l s as a s e n s i b l e way of a c h i e v i n g th is 

o r whe the r there i s some accep tab l e l o w e r k ey a l t e r n a t i v e . F i n a l l y you 

w i l l know that , i f the b u s i n e s s of the H o u s e f o r next week i s to be r e a r r a n g e d , 

P a r l i a m e n t w i l l e xpec t to be t o ld i n the n o r m a l b u s i n e s s s ta t ement t o m o r r o w 

afte rnoon . 

C O N C L U S I O N S 

17. The	 c o n c l u s i o n s m i g h t t h e r e f o r e be as f o l l o w s : 

(i)	 To a g r e e that the e c o n o m i c p r o s p e c t s d e s c r i b e d i n C(79) 30 

r e q u i r e r e d u c t i o n s on the p u b l i s h e d e xpend i tu r e p l ans f o r 

1980-81 of at l e a s t /_£5. 7 b i l l i o n / , 

( i i )	 To a g r e e that , i f n e c e s s a r y i n o r d e r to m a i n t a i n an a c c e p t a b l e 

P S B R t o ta l , the C h a n c e l l o r shou ld be a u t h o r i s e d to e x p l o r e 

o the r ways of o f f s e t t ing the f a i l u r e to s e c u r e adequate p u b l i c 

e x p e n d i t u r e cuts by i n c r e a s e s i n i n d i r e c t t a x a t i o n . y_In o r d e r 

that the C a b i n e t cannot say l a t e r that they d id not know._/ 

( i i i )	 T o note the i n d i v i d u a l f i g u r e s a g r e e d f o r D e p a r t m e n t a l 

p r o g r a m m e s , l i s t e d i n A n n e x B to C(79) 31 /_with any changes 

a g r e e d d u r i n g the m e e t i n g / . 

( iv)	 T o a g r e e the cuts i n n a t i o n a l i s e d i n d u s t r y f i n a n c i n g l i s t e d i n 

C(79) 28, T a b l e 3 m o d i f i e d by C(79) 31 / t oge the r w i th any 

a m e n d m e n t s a g r e e d d u r i n g the m e e t i n g / , 

(v)	 To d e c i d e j i r e ' t i m g i a b l e ajjd a r r a n g e m e n t s f o r the announcement 

and any (>«bsequrfit Wh i t e P a p e r , 

(vi)	 T o i n v i t e the C h i e f S e c r e t a r y to c i r c u l a t e the text of any 

announcemen t f o r c l e a r a n c e at a C a b i n e t nex t week . 

( v i i )	 /_PossiblvJ;o ag r e e that the cu ts i n l o c a l a u t h o r i t y e xpend i tu r e 

shou ld be t r ea t ed as a g l oba l t o t a l , w i thout i t e m i s a t i o n , and that 

l o c a l a u t h o r i t i e s be f r ee to choose w h e r e the cuts shou ld f a l l , 

( v i i i )	 / _ P o s s i b l ^ / to i n v i t e the C h i e f S e c r e t a r y and the S e c r e t a r y of State 

f o r the E n v i r o n m e n t to b r i n g f o r w a r d p r o p o s a l s i n the a u t u m n f o r 

c o n t r o l l i n g the l e v e l of l o c a l a u t h o r i t y r a t e s . 
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(ix) 	 T o i n v i t e the S e c r e t a r y of State f o r the E n v i r o n m e n t ^_and the 

S e c r e t a r i e s of State f o r Sco t l and and W a l e s / to open 

c o n s u l t a t i o n s w i t h the l o c a l a u t h o r i t i e s about the r e d u c t i o n s of 

12^ p e r cent i n p u b l i c e xpend i tu r e i n 1981-82 and of I7j pe r cent 

i n 1982 -83 . 

(x) 	 To i n v i t e the C h i e f S e c r e t a r y to a r r a n g e f o r o f f i c i a l s to s tudy 

the p r o b l e m of e n d - y e a r c a r r y - o v e r , and to r e p o r t back to the 

C a b i n e t . 

( »  ) 	 T o ag r e e the C o n t i n g e n c y R e s e r v e f o r 1980-81 shou ld be r e d u c e d 


by £750 m i l l i o n . 


( x i i ) 	 T o ag r e e that the d i s p o s a l s p r o g r a m m e f o r 1980-81 shou ld be 

d e s i gned to p r o d u c e s a v ing s of at l e a s t £500 m i l l i o n . 

ft 

( John Hunt ) 

18th J u l y , 1979 
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S E C R E T 

A N N E X 

Notes on I n d i v i d u a l P r o g r a m m e s 

De fence 

T h e a r g u m e n t h i t h e r t o has been about the N A T O c o m m i t m e n t . Y o u m a y 

f ind i t u s e f u l to have the exac t text by y o u : i t i s a t t ached as an append i x . B u t 

i t has b e come c l e a r that the S e c r e t a r y of State f o r D e f e n c e ' s r e a l w o r r y i s 

d o m e s t i c : he does not w i s h to show a f i gu r e for 1980-81 l o w e r than that p l a n n e d 

by the L a b o u r G o v e r n m e n t . H i s b i d , but not the M I S C 11 r e c o m m e n d a t i o n , wou ld 

a c h i e v e t h i s . He w i l l a l s o seek s p e c i a l t r e a t m e n t o v e r c a s h l i m i t s f o r nex t y e a r : 

g i ven the t i gh tness of the C o n t i n g e n c y R e s e r v e , he m a y be r e l u c t a n t to a g r e e to 

t h i s . The l e v e l o f c a s h l i m i t s w i l l have to be d e t e r m i n e d i n the a u t u m n , i n the 

l i g h t of a f u r t h e r l ook at the C h a n c e l l o r ' s ' O p t i o n A ' a s c o m m i s s i o n e d at E 

y e s t e r d a y . 

A i d and F C O expend i tu r e 

2. T h e F C O p r o p o s a l s a r e a c c e p t e d ( they m e a n s o m e cut i n the l e v e l of 

r e p r e s e n t a t i o n o v e r s e a s and i n B B C and B r i t i s h C o u n c i l s t a n d a r d s ) but M I S C 11 

wants a f u r the r £8 m i l l i o n off a i d . 

A g r i c u l t u r e 

3. M I S C 11 wanted cuts i n c a p i t a l g r a n t s , but t h e r e i s a r e v i e w i n p r o g r e s s 

as p a r t of the R a y n e r e x e r c i s e . M r . W a l k e r o f f e r ed s o m e l a n d d i s p o s a l s i n l i e u , 

but the S c o t t i s h and W e l s h M i n i s t e r s c o u l d not n e c e s s a r i l y f o l l ow s u i t . M I S C 11 

suggest t a k i n g c r e d i t for a r e v i e w of c a p i t a l g r a n t s , and t r e a t i n g the l a n d 

d i s p o s a l s as an uncovenan ted e x t r a . 

4. T h e r e i s a s epa ra t e p r o b l e m about the De f ence food s t o c k p i l e , on w h i c h 

M r . W a l k e r w ro t e to you on 6th J u l y . He b e l i e v e s that , b ecause th i s s t o c k p i l e 

i s h e l d for De f ence and C i v i l De f ence p u r p o s e s , the c o s t of r e b u i l d i n g i t shou ld not 

be a c h a r g e to h i s p r o g r a m m e and shou ld f a l l on the C o n t i n g e n c y R e s e r v e . T h e r e 

a r e s e v e r a l o ther s i m i l a r c a s e s : the s t r a t e g i c o i l p i p e l i n e s y s t e m i s one s u c h . 

You m i g h t w e l l i n s i s t that he s t i c k s by the p r e s e n t r u l e s , for 1980-81, a l though you 

c o u l d concede that a r e v i e w of the r u l e s s h o u l d be m a d e for subsequent y e a r s 

be fo re M i n i s t e r s take d e c i s i o n s about t h e m . T h i s wou ld m e a n h i m a b s o r b i n g 

an e x t r a £14 m i l l i o n . 
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F o r e s t r y 

5. No p r o b l e m s . It i s i m p o r t a n t to a v o i d double count ing po t en t i a l s a v ings 

i n the p u b l i c e xpend i tu r e cuts and i n the d i s p o s a l s e x e r c i s e . 

I n d u s t r y 

6. T h e S e c r e t a r y of State , as expec ted , has been v e r y c o - o p e r a t i v e . It was — 

of c o u r s e e a s i e r f o r h i m as m o s t of the d e c i s i o n s had a l r e a d y been taken i n the 

contex t of th i s y e a r ' s Budge t and the a d d i t i o n a l cuts needed i n 1980-81 w e r e 

c o r r e s p o n d i n g l y s m a l l e r . It m a y s t i l l be n e c e s s a r y to seek f u r t h e r sav ings i n the 

i n d u s t r y and e m p l o y m e n t a r e a s to m a k e good any s h o r t f a l l e l s e w h e r e . 

N e v e r t h e l e s s he d e s e r v e s c o n g r a t u l a t i o n s . H o w e v e r , i t i s w o r t h no t ing that one 

of the a d d i t i o n a l cuts i n v o l v e s c a l l i n g i n I n d u s t r y A c t l o a n s : he w i l l have to wa tch 

the effect on c o r p o r a t e l i q u i d i t y nex t y e a r . Bu t the r e i s no o ther way of s e c u r i n g 

the d e s i r e d r e d u c t i o n s . 

T r a d e 

7. A g r e e d . 

E n e r g y 

8. No r e d u c t i o n s sought : i t i s p r o p o s e d that the a d d i t i o n a l b ids for R and D 

shou ld r e m a i n a v e r y p o t e n t i a l c h a r g e on the C o n t i n g e n c y R e s e r v e . Y o u m i g h t 

use th i s oppo r tun i t y to r e m i n d the S e c r e t a r y of State for E n e r g y that he m u s t b r i n g 

f o r w a r d h i s p r o p o s a l s on the n u c l e a r p r o g r a m m e soon a f t e r the R e c e s s . A s you 

know, they have taken a v e r y l o n g t i m e to p r o d u c e . 

T r a n s p o r t 

9 . A g r e e d . 

H o m e O f f i c e 

10. T h e H o m e S e c r e t a r y i s the on l y M i n i s t e r who has m a n a g e d to go in to the 

d i s c u s s i o n s faced w i th a r eques t for cu t s , and to e m e r g e w i th a g r e e m e n t on 

i n c r e a s e s . He too d e s e r v e s c o n g r a t u l a t i o n s , o f an i r o n i c k i n d . Bu t the r e i s not 

m u c h r o o m for v a r y i n g th is r e c o m m e n d a t i o n . 

E n v i r o n m e n t 

11. T h e abso lu t e s u m s at i s s u e l ook v e r y l a r g e , but the r a t e of g r ow th i n th is 

p r o g r a m m e i s f a i r l y l o w . Y o u w i l l r e c a l l the e a r l i e r a r g u m e n t w i th the S e c r e t a r y 

of State about the v a l i d i t y of the ' O p p o s i t i o n c u t s ' w h i c h he c l a i m s he has n e v e r 
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a c c e p t e d . The p o l i t i c a l p r o b l e m for C a b i n e t i s whe ther i t can face r en t i n c r e a s e s 

on the s c a l e w h i c h these cuts wou ld d e m a n d . The i s s u e i s p o s ed i n p a r a g r a p h 3Z(b). 

£ A c t i o n wou ld be needed to p r e v e n t l o c a l a u t h o r i t i e s a v o i d i n g these r en t i n c r e a s e s 

7 by r a i s i n g t h e i r r a t e s . M I S C 11 p r o p o s e that the r en t i n c r e a s e s , and a l l the o the r 


changes sugges t ed by the C h i e f S e c r e t a r y , shou ld be a g r e e d (not ing that 


l e g i s l a t i o n wou ld be r e q u i r e d ) and that the a d d i t i o n a l b ids s h o u l d be d r o p p e d . 


E d u c a t i o n and S c i e n c e 


1Z. The S e c r e t a r y of State for E d u c a t i o n has gone a l ong way to m e e t the C h i e f 

S e c r e t a r y ' s d e m a n d s . T h e r e a r e obv i ous p o l i t i c a l t r a p s h e r e . M i n i s t e r s at 

M I S C 11 fe l t that C a b i n e t wou ld be r e l u c t a n t to e n d o r s e a i l t h e i r r e c o m m e n d a t i o n s . 

T h a t on m a i n t e n a n c e g ran t s i s p a r t i c u l a r l y c on t en t i ous , and w i l l e f fect the k e y 

g roup of the G o v e r n m e n t ' s own s u p p o r t e r s (as w e l l as a good m a n y M i n i s t e r s and 

M P s ) . It i s w o r t h no t ing that , i f s tudents a r e r e g a r d e d as dependent c h i l d r e n , 

a l though o v e r 18, then the m a i n t e n a n c e g ran t was a subs t i tu t e f o r c h i l d tax 

a l l o w a n c e s , and to w i t h d r a w i t now wou ld be seen as c h e a t i n g . T h e o the r cu t s , 

" ^ s c h o o l m e a l s and m i l k , s c h o o l t r a n s p o r t , and s t a n d - s t i l l i n educa t i ona l s t a n d a r d s , 

w i l l be deep l y u n p o p u l a r , but M r . C a r l i s l e i s p r e p a r e d to de fend t h e m . L a d y Y o u n g 

m a d e the a d d i t i o n a l p o l i t i c a l po in t that s o m e of the cuts b ea r h e a v i l y on w o m e n i n 

w o r k . 

A r t s 

13. T h e C h a n c e l l o r o f the D u c h y w i l l f ight for h i s p r o g r a m m e s : the m a j o r 


i s s u e i s whe the r to pos tpone the s t a r t o f the B r i t i s h L i b r a r y . He c l a i m s he 


n e v e r a g r e e d to do t h i s , d e sp i t e what i s s a i d i n p a r a g r a p h 36 . 


S o c i a l S e c u r i t y 

14. T h e s e p r o p o s a l s a r e v i r t u a l l y a g r e e d , i f C a b i n e t w i l l a c c ep t t h e m . T h e 

on l y d i f f e r e n c e i s o v e r the l a s t £15 m i l l i o n w h i c h depends on p r o g r e s s w i th the 

l e g i s l a t i v e p r o g r a m m e . 

S c o t t i s h O f f i c e 

15. No s e p a r a t e i s s u e : th i s w i l l f o l l ow wha t eve r i s d e c i d e d f o r the o the r 

p r o g r a m m e s . The S e c r e t a r y of State i s h o w e v e r unhappy about the s c a l e of the 

to ta l o p e r a t i o n , and w i l l say so . 
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W e l s h O f f i c e 

16. T h e r e i s a d i f f e r ence of v i e w h e r e : M I S C 11 r e c o m m e n d s that the W e l s h 

O f f i c e shou ld f ind a l l but the l a s t £2 m i l l i o n of the p r o p o s e d c u t s . The S e c r e t a r y 

of State r e s i s t s s t r o n g l y , and w i s h e s a l s o to r e g i s t e r a c l a i m on a t t enuated 

C o n t i n g e n c y R e s e r v e for c o a l m i n e c l o s u r e s , e t c . 

C o a l 

17. No c l e a r d e c i s i o n was r e a c h e d on th is at E on T u e s d a y . The S e c r e t a r y of 

State o r i g i n a l l y wanted an e x t r a £55 m i l l i o n ; he i s now p r e p a r e d to o f f e r a cu t o f 

£25 m i l l i o n i n s t e a d , but w i th c o n d i t i o n s . M I S C 11 wants a £30 m i l l i o n cut w i thout 

c o n d i t i o n s . T h i s w o u l d p r o b a b l y f a l l on i n v e s t m e n t but m i g h t r e q u i r e a s m a l l 

p r i c e inc9#&se, but the O P E C r i s e s h o u l d l e a v e h e a d r o o m fo r i t . 

S c o t t i s h E l e c t r i c i t y 

18.	 £5 m i l l i o n at s t ake . You m i g h t p r e s s for i t . 

______ • 


B r i t i s h A e r o s p a c e 

19. T h i s s h o u l d be a g r e e d w i thout d i f f i c u l t y 

P o s t O f f i c e 

20 . T h e p r o b l e m h e r e i s that P o s t O f f i c e ta rge t i s e x p r e s s e d i n t e r m s of a 

r e t u r n on c a p i t a l e m p l o y e d . T h e a c c o u n t a n t s , u s i n g i n f l a t i o n a c c o u n t i n g , have 

r ede f i n ed the c a p i t a l bas e . If the f i x e d t a r g e t i s m a i n t a i n e d , the s u r p l u s 

t h e r e f o r e c o m e s down and the b o r r o w i n g i s i n c r e a s e d . The r e m e d y i s to i n c r e a s e 

the t a r g e t as a p e r c e n t a g e of the r e d u c e d c a p i t a l b a s e . T h e r e a r e o the r e l emen t s 
i n the s h o r t f a l l too, w h i c h m a y r e q u i r e s m a l l add i t i ons to the nex t r o u n d of p r i c e 

i n c r e a s e s . C a b i n e t w i l l have to a c c e p t these i f the cu ts p r o p o s e d h e r e a r e a g r e e d . 

O t h e r n a t i o n a l i s e d i n d u s t r i e s 

21. A l l the o the r p r o p o s a l s have been a g r e e d . C a b i n e t s h o u l d note that these 

i n c l u d e the h i g h e r op t i on for gas p r i c e s . 

M i n o r p r o g r a m m e s 

22 .	 We know of no con ten t i ous p o i n t s . 
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