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C O N F I D E N T I A L , 

M R . L A N T E R 

U/x/t n^sM, (AAASP u b l i c E x p e n d i t u r e 

M r . H e s e l t i n e ' s m inu t e to the P r i m e M i n i s t e r of 19th June i s the 

l a t e s t i n s t a l m e n t i n an a r g u m e n t he has been h a v i n g w i t h the C h i e f S e c r e t a r y 

about the C a b i n e t d e c i s i o n of 24th M a y . 

2. The C h i e f S e c r e t a r y ' s o r i g i n a l p r o p o s a l , i n C(79) 11, was that 

M i n i s t e r s shou ld p r o d u c e ' c o s t e d o p t i o n s ' e i t h e r on the l i n e s of cuts 

d i s c u s s e d i n O p p o s i t i o n ( l i s t ed i n C(79) 10) o r on a p e r c e n t a g e b a s i s se t 

out i n h i s p a p e r , w h i c h e v e r was the h i g h e r . 

3. A t C a b i n e t on 24th M a y , M r . H e s e l t i n e a r g u e d that s ome of the cu ts 

i d e n t i f i e d i n O p p o s i t i o n had been i l l - i n f o r m e d . The p e r c en tage cuts 

p r o p o s e d by the C h i e f S e c r e t a r y w o u l d be m o r e f a r - r e a c h i n g , and he was 

i n f a vour of a s e a r c h f o r the w i d e s t p o s s i b l e o p t i o n s . He sought f l e x i b i l i t y 

to choose be tween the O p p o s i t i o n cuts o r the pe r c en tage c u t s . The P r i m e 

M i n i s t e r a g r e e d . In do ing s o # I a m s u r e that she thought M r  . H e s e l t i n e was 

a r g u i n g f o r a w i d e r , r a t h e r than a n a r r o w e r , range of op t i ons to be 

i d e n t i f i e d and c o s t e d . 

4. T h e r e f o l l o w e d a s h a r p exchange of v i ews ( M r . B i f f e n ' s l e t t e r of 

15th June and M r . H e s e l t i n e ' s r e p l y of 18th June ) i n w h i c h M r . H e s e l t i n e 

a r g u e d fo r the r i g h t to put f o r w a r d cuts w h i c h amoun t ed to the l o w e r of the 
u > 

C h i e f S e c r e t a r y ' s p e r c e n t a g e s o r the ' O p p o s i t i o n L i s t ' . The C h i e f 


S e c r e t a r y , u n d e r s t a n d a b l y , ob j e c t ed . 


5. M r . H e s e l t i n e now a d m i t s that he was w r o n g when he t o ld C a b i n e t 

that the O p p o s i t i o n cu ts w e r e s m a l l e r than the p e r c en tage c u t s . B u t he s t i l l 

wants s p e c i a l t r e a t m e n t f o r h i s D e p a r t m e n t . He i s , i n e f fect , a s k i n g f o r 

e x e m p t i o n f r o m the ' e q u a l i t y of m i s e r y ' <jft o r d a i n e d by C a b i n e t . 

6. It i s go ing to be v e r y d i f f i c u l t i ndeed to f i nd a c c e p t a b l e p u b l i c 

e xpend i tu r e r e d u c t i o n s on the s c a l e wan ted . It i s e s s e n t i a l t h e r e f o r e that 

the C a b i n e t shou ld have the w i d e s t p o s s i b l e range of c h o i c e . A c c o r d i n g l y 

I th ink the P r i m e M i n i s t e r shou ld s u p p o r t the C h i e f S e c r e t a r y a g a i n s t 
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C O N F I D E N T I A L 

M r  . H e s e l t i n e . If she a g r e e s , then I t h ink you m i g h t w r i t e ( in h e r absence 

i n S t r a s b o u r g ) to M r . H e s e l t i n e 1 s P r i v a t e S e c r e t a r y , s a y i n g that she s u p p o r t s 

the C h i e f S e c r e t a r y when he says ( in h i s l e t t e r of 15th June ) that f o r e a c h of 

the m a i n D O E p u b l i c e xpend i tu r e p r o g r a m m e s , w h e r e the O p p o s i t i o n cuts 

amount to m o r e than the p e r c e n t a g e s a g r e e d by C a b i n e t , i t i s the f o r m e r 

to ta l w h i c h d e t e r m i n e s the s i z e of the opt ions f o r r educ t i ons to be i d e n t i f i e d . 

W i t h i n these o v e r a l l t o t a l s , M r . H e s e l t i n e i s of c o u r s e f r ee to sugges t 

a l t e r n a t i v e s to the cuts i d e n t i f i e d i n O p p o s i t i o n , p r o v i d e d that they y i e l d at 

l e a s t as m u c h by way of s a v i n g s . 

20th June 1979 
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lO D O W N I N G STREET 

From the Private Secretary 21 June 1979 


PUBLIC EXPENDITURE 


The Prime Minister has considered your 

Secretary of State's minute of 19 June and 

the Chief Secretary's minute of 20 June on 

the above subject, along with their letters 

of 18 June and 15 June respectively. 


The Prime Minister is clear that, on the 

basis of the Cabinet decision of 24 May, your 

Department must put forward options for 

reductions in its main expenditure programmes 

amounting to cither the Opposition cuts or 

the percentages agreed by Cabinet whichever 

are the greater; she has asked that your 

Secretary of State should proceed on the basis 

of the Chief Secretary's letter of 15 June. 


I am sending a copy of this letter to 

Alistair Pirio (Chief Secretary's Office, 

H.M. Treasury) and to Martin Vile (Cabinet 

Office). 


£ ft LANKESTEh 
D. A. Edmonds, Esq., 

Department of the Environment. 



