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PUBLIC EXPENDITURE -1979-30 

T h i s  i s my response t o your l e t t e r o f 21 May t o M i c h a e l H e s e l t i n e . 
You t o l d me when we met y e s t e r d a y t h a t your f i g u r e o f £60m f o r me 
i n c l u d e d the a r t s and l i b r a r i e s as w e l l as e d u c a t i o n and s c i e n c e ; 
and our o f f i c i a l s are i n touch w i t h t h e C h a n c e l l o r o f the Duchy's 
about h i s c o n t r i b u t i o n . 

Meanwhile my p r o p o s a l s f o r s a v i n g £58111 at 1979 Survey p r i c e s 
(compared w i t h Cumd 74*39 r e v a l u e d } on e d u c a t i o n i n England and Wales 
and u n i v e r s i t i e s and s c i e n c e i n Great B r i t a i n a r e : 

£m 


i . Abandon p i l o t schemes f o r 1S-18 g r a n t s 75 

i i  . M i s c e l l a n e o u s s a v i n g s on. e d u c a t i o n 11 

i i i  .
i v .

 R e d u c t i o n i n S c i e n c e budget,
 R a i s e charge f o r s c h o o l meals from

25p t o 35p i n September 1979
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on l o c a l a u t h o r i t i e s of the r e d u c t i o n i n the RSG cash l i m i t , there 

w i l l be s e r i o u s consequences f o r the education s e r v i c e and r e s e a r c h . 


I am sending c o p i e s of t h i s l e t t e r to the Prime M i n i s t e r , the 

other members of the Cabinet, the M i n i s t e r of Transport and 

S i r John Hunt. 


MAKE-• CARLISLE 




ANNEX 


i . 1f—18 p'rants. No p r o v i s i o n  i s r e q u i r e d f o l l o w i n g

the f a l l  o f the l a s t Government's E d u c a t i o n B i l l . 


i i . M i s c e l l a n e o u s s a v i n g s on e d u c a t i o n 


a.	 L a t e s t f o r e c a s t s suggest reduced c a p i t a l r equirement 
compared w i t h E s t i m a t e s f i g u r e f o r u n i v e r s i t y
m e d i c a l s c h o o l s , which  i s a l r e a d y below Gmnd 7^59 
f i g u r e . 

S a v i n g £jm 


b.	 L a t e s t f o r e c a s t s suggest reduced requirement 
compared w i t h Crand 7^39 f o r mandatory awards  to 
h i g h e r e d u c a t i o n s t u d e n t s (because  o f reduced 
numbers). 

S a v i n g £?m 


c.	 P r o v i s i o n f o r Advanced F u r t h e r E d u c a t i o n C o u n c i l s 

and r e g i o n a l t e a c h e r t r a i n i n g committees not needed: 

reduced requirement f o r c a p i t a l g r a n t s f o r 

v o l u n t a r y youth and community p r o j e c t s . 


S a v i n g £1m 

i i i  . S c i e n c e . The impact  o f cash l i m i t s may be p a r t l y

o f f s e t by lower i n t e r n a t i o n a l s u b s c r i p t i o n s r e s u l t i n g from 

the s t r e n g t h  o f s t e r l i n g . T h i s f u r t h e r r e d u c t i o n  o f £4m 

w i l l have to bear on e x p e n d i t u r e not y e t committed and w i l l 

thus s e r i o u s l y s e t back i m p o r t a n t and p r o m i s i n g i n i t i a t i v e s 

made p o s s i b l e by the i n c r e a s e s agreed l a s t y e a r . 


i v . S c h o o l meals. The s a v i n g s shown are f o r two terms 

o n l y . They a r e a d d i t i o n a l  t o those r e s u l t i n g from the 

i n c r e a s e  o f 5p planned by the l a s t Government. The t o t a l 

i n c r e a s e  o f 10p  i s the same as t h a t made  i n 1977- I t w i l l 

b r i n g the annua l c o s t  o f the charge f o r each c h i l d  to about 

1.8 p e r cent  o f average e a r n i n g s and the s u b s i d y to about 
44 per cent  o f the c o s t  o f the s e r v i c e (compared w i t h 1.9 
per cent and 57 p e r cent a f t e r the i n c r e a s e from 8.75p  t o 
12p  i n 1971) . The i n c r e a s e d charge w i l l add about 0 .25 p e r 
cent  t o the r e t a i l p r i c e i n d e x . 

v. U n j v e r s i t i p ? e t c . The o p e r a t i o n  o f cash l i m i t s (even 
as a d j u s t e d  to cov e r the 9 p e r cent pay i n c r e a s e f o r 
u n i v e r s i t y t e a c h e r s and t e c h n i c i a n s ) w i l l be e q u i v a l e n t  t o 
a c u t o f 5-^ p e r cent  i n volume. The f u r t h e r r e d u c t i o n s 
proposed (£^m f o r the c o n v e n t i o n a l u n i v e r s i t i e s , £0.5m f o r 
the Open U n i v e r s i t y and £0.5u f o r the d i r e c t g r a n t v o l u n t a r y
c o l l e g e s  o f h i g h e r e d u c a t i o n ) v / i l l r e p r e s e n t a f u r t h e r c u t 
o f 1-1^ p e r c e n t . S i n c e t h e l e v e l  o f s t u d e n t a d m i s s i o n s i t . 

;
low co^.:-.itted f o r 19?'-'---:: - and few  i f any economies can be 
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the u n i v e r s i t i e s w i l l have to be mot from t h e i r uncommitted 

r e s e r v e s . These are unevenly d i s t r i b u t e d and i n some cases 

grave d i f f i c u l t i e s are i n e v i t a b l e . An e x t r a 1 per cent cut 

would make these d i f f i c u l t i e s both g e n e r a l and g r e a t e r , and 

would be l i k e l y to damage the q u a l i t y and responsiveness of 

u n i v e r s i t y e d u c a t i o n . 


v i . E d u c a t i o n a l b u i l d i n g . A cut of £5m i n c a p i t a l 

expenditure w i l l i n v o l v e a much b i g g e r r e d u c t i o n i n the 

volume of work s t a r t e d . The d e t a i l s need f u r t h e r c o n s i d e r a t i o n ; 

but, as an example, the cut might be achieved i n England by 

h a l v i n g the nurse r y s t a r t s programme of some £6m; r e d u c i n g 

the s t a r t s programme f o r substandard s c h o o l s from £34m to 

£JOm; and re d u c i n g the f u r t h e r education s t a r t s programme 

from £45m to £^L;m (,as w e l l as the deferment of a s i n g l e l a r g e 

p r o j e c t f o r the Royal C o l l e g e o f A r t ) . The Welsh O f f i c e 

would provide a matching c o n t r i b u t i o n y i e l d i n g a s a v i n g of 

expenditure of £0.4m. 






lO D O W N I N G STREET 

From the Private Secretary 25 May 1979 

School Meal Charges 


T h i s i s to c o n f i r m what I t o l d 

you e a r l i e r t h i s morning. The Prime 

M i n i s t e r had a d i s c u s s i o n with the 

C h a n c e l l o r of the Exchequer and the 

C h i e f S e c r e t a r y l a s t n i g h t on the Budget, 

and they agreed that there s h o u l d be no 

i n c r e a s e i n s c h o o l meal charges over 

and above the 5p i n c r e a s e planned by 

the l a s t Government. However, they 

a l s o agreed that your Department would 

have to f i n d o f f s e t t i n g p u b l i c 

expenditure s a v i n g s . 


I am sending a copy of t h i s l e t t e r 

t o A l i s t a i r P i r i e ( C h i e f S e c r e t a r y ' s 

O f f i c e ) . 


P h i l i p Hunter, Esq. , 

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



