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Memorandum by the Chief Secretary, Treasury

1. At Cabinet last week (CC(80) 30th Conclusions, Mimute 7) we agreed
I should diecuss further, with the Secretaries of State for Education and
Seience, the Environment, Scotland and Wales, my propooals for savings
on the education programme in 1981-82, and to report. I and the other
Minigters have boen unable to reach agreement, and I now ask Cabinet to
resolve the igsue,

Z. We have two agreed aims: (a) to keep the public expenditure total
for 1981-B2 within the Cmnd 784l figure as reduced by the European
Community receipts, and (b) to announce a 2 per cent reduction in total
local authority eurrent expenditure between 1980-81 and 1981-82. In order
to achieve (a), I still consider that we need a net eut of £50 million in the
total education programme in England (£87 million gross allowing for the
lose on school transgport). In order to achieve (b), we need at least a
£28 million net (£67 million gross) reduction in total local authority
current expenditure in England and Wales from the levels agreed so far,
and I propoge that that cut should be made on education (£63 million gross
in England, £4 million in Wales).

3. The Secretary of State for Education and Science hap offered a

reduction of only £45 million gross on his total programme, ie about
£8 million net, made up as follows:

CONFIDENTIAL




CONFIDENTIAL

fm 1980 survey prices
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In order to protect current spending on schools, he proposes that only
£15 million should come off his local authority current expenditure, resulting

in a net increase in guch expenditure of about £22 million. This would
rmean an overall net reduction in local authority current expenditure in
England and Wales between 1380-81 and 1981-82 of only 1. é per cent,

4. The Secretary of State for Education and Science has suggested that
the needed reduction in local authority current expenditure should not be on
education alone, I attach a table covering both England and Wales,
demonstrating the consequences if, concentrating for the moment solely

on our second agreed aim, we either make the cut on education (columns 4
and 5) or spread it pro rata over all services except law and order
(columns 6 and 7).

5. I do not recommend the second course. The education programme
would still have to take a much bigger gross cut than the Secretary of State
has yet offered, and gome programmes would need to be cut even though
we have reason to think that the local authorities will overspend rather than
underspend on them (personal social services and local environmental
services). Moreover, the Secretary of State for the Environment has
made it clear to me that he would wigh to recongider his agreement to
contribute a cut of £65 million on housing to our first aim ((a) above) if

the proposed cut of §687 million grogs is not made in the Secretary of State
for Education and Science's programme.
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CONCLUSION

6. I invite Cabinet to agree that:

i. the total education programme in England in 1580-02
should be reduced by £50 million net (about £87 million grosas);
and

i, within that figure, local authority current expenditure
on education in England in 1981-82 ghould be cut by at least

f_ZE.i- million net (about £63 million gross), with a corresponding
reduction in Wales.

Treasury Chambers

29 July 1980
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school meals + milk)
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Personal social services

Police
Administration of justice
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Highways and transport
Housing (non HRA)
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Agriculture
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Other public services
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