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1. I was invited to discuss with Ministere the proposals in Annex A of
C(80) 40, and as a first priority the totais for local authority current
expenditure in 1981-82, in time for discussion ih Cabinet on 24 July

{CC{EG} 28th Conclusions, Minute 23 This was to be within our agreed
aim of keep.ng to the net public expenditure totals for 1981-82 to 1983-84
published in Crard 7841, as reduced by the European Community Settlemnent,

2. This pajer is limited to the decisions we need to reach now on local
authority current and capital spending in *981-82, My main proposal is that
the local authorities be informed immediately that their total current expendi-
ture in 1981 -82 ghould be 2 per cent balow the Government's planned figura
for 1980-8l. The main issue ior decision now is the £60 million reduction
in education in England in 1981-82 which I propose, in addition to the £20-
£25 million reduction which the Secretary of State for Education and Sclence
is willing to find (see paragraph 7 ii below),

A, LOCAL AUTHORITY CURRENT EXPENDITURE (ENCLAND AND WALES)

3. We have to decide how to handle the total of local authority eurrent
expenditure and its relatlonship to individual services, and to settle the
reduction in education,

4 It is the local authorities themselves who ultirmtely decide on the
allocatlon of spending among the various services, Hence we need to decide
on the planned total of local authority current expenditure for 1981-82, as the
key indicator which we should give to the authorities in the next week or so,

5. On the other hand, for some services i:law and order, education] my
colleaguea will wish to tell the authorities at some stage what the Government
intends that they should spend. The allocation of the planned total among the
vari ous services has to be settled among Ministers by mid-September, so that
we can assess the distributional effects of alternative Rate Support Grant
(RSG) percentages, These totals for individual services will need to be
published at latest in the next White Paper, and will be taken as an important
indication of the Government's priorities,

1
CONFIDENTIAL




CONFIDENTIAL

&, Hence we ghould aim to decide both the aggregate totals and the
service totals, even though the latter can only be provisional. For the
aggregate, we gav: a broad indication in the White Paper earlier this year
that the 198)-82 figure for Great Britain should be 2 per cent below the
plan.ned total for 1980-81, We are still E'EI.EE.EE& in h:“!_.ring to sucure this
planned figure jor the current year, and Lave called for revised budgets
consistent with it. [ prepose that we should now tell local authorities that the
total for their relevant current expenditure in 1981-82, in England and Wales
should be Z per cent below the Government's planned figure for 1980-81; this
indication is being given in advance of the RSG settlement in the autumn, to
assist with their planning for next year. If Cabinet agrees, I will settle the
details of this announcement with the Secretaries of State for the Envirooment
and Wales, and other colleagues concerned,

7. Service totals should be consistent with this aggregate. In general,
we should aim to keep to the service totals already planned for next year
(see Annex 2), but this gives rise to preblems in two areas:-

i, LOCAL ENVIRONMENTAL SERVICES (ENGLAND)

Tlie survey proviesion for this item looks likely to be overspent
by some EB80 million next year. The prospect could change
(revised 1980-B1 budgets, effect of block grant on distribution next
year)., The Secretary of State for the Environment proposes that we
should not seek io offset this provisional overspending at present, but
should if necessary scale down all the local authority service *otals
pro rata, from the revised local authority budget figures, to aveid
exceeding our planned aggregate. This wouldprobably entail a large
further reduction in the total for education (see below), which I do not
think my colleagues would find easy to accept. It would also suggest
to the local authorities that the Government shared their own apparent
priority for current spending on local environmental services.

Hence I'propese that we maintain the survey totals for individual
services, with only the minor changes shown in column 4 of Annex 1,
but recognise that tnese may need to be looked at agein in September in
the light of the reviged budgets,

i, EDUCATION (ENGLAND)

Here there is a disagreement which [ must ask my colleagues to
repgolva,

I proposed a reduction of £50 million net, equivalent to
£87 million gross allowing for the £37 million excess assumed from
the less of savings on school transport. Towards this £87 million,
the Secretary of State for Education and Science would be willing to find
E20-E25 million, from various places within his programme; mnotably
higher education,

-
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T he Secretary of State argues that he cannot go beyond this
£20-£25 million without modifying The Queen's Speecn statement
that "the quality of education will be maintained and improved',

I propose that we do modify It along the lines that, while
public expenditure is being eut back, resour ces should be concentrated
on the ""basic skiils" (as in the Manifesto) leaving less for other aspects
of educatonal "quality".

In that case the full saving of £87 million next year could in
my view be achieved, by seeking the balance from economies in
schools, (There would be consequential reductions in Scotland and
Wales,) I recommend that we should se decide,

8, A small agreed adjustment to the Ministry of Agriculture, Fisheries
and Food figure for arterial drainage is included in Aunex 1; it also affects
capital expenditure in Annex 2, The increase of £13 million in civil defence
expenditure agreed by Cabinet might make a amall difference to the total and
distribution of local authority eurrent expenditure.

B. LOCAL AUTHORITY CAPITAL (ENGLAND AND WALES)

P In geniral I propose that we confirm the survey totale for 1981-82,
as shown in Annex 2, The only programines needing separate cemment are
bousing (see below), trade and education:-

i. TRADE (LOCAL AIRPORTS) (ENGLAND)

I'have agreed a small increase in local airports capital
expenditure (£3} million, partially offset by a reduction of
£1 million in central government expenditure), [ shall report
orally to Cabinet on the outcome of discussion of a further bid
for the same pregrammes,

ii, EDUCATION (ENGLAND)

The Secretary of State for Education and Sclence may wish to
take on ca.ital a small preportion of the cuts finally agreed (as
above), bit in any case probably not more than £5 million,

C. HOUSING (ENGLAND AND WALES)

10. I propesed a reduction of £65 million in the provision for housing
(England) next year., The Secretary of State for the Environment has not yet
decided on the split between current and capital spending in this programme for
next year, but is prepared to find this further saving from within his
programmes, though not necessarily from housing alone, This is acceptable
to me. For the purfoses of thie paper I am assuming that the whole reduction
would fall on either housing or non-local authority (other environmental)
services: it would have the usual consequentials for Scotland and Wales,
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D. SCOTLAND

11, I have reached agreement with the Secretary of State for Scotiand about
local authority gurrent expenditure in 1981-82, He will announce that it will
be reduced by 2 per cent by comparison with the planned level ‘or this
expenditure in 1980-81 - the same percen.age as for England and Wales. This
reduction is 1ather highe. thun that implied In the baseline plans.

12, I gl.all be having further discussions with the Secretary of State about
reductions in 1981-82 in the other areas of Scottish expenditure, and about
1982-83 and 1983-84. I shall raport back to Cabinet in due course,

CONCLUSION
13, I invite Cabinet to agree that:-

i. the Secretaries of Staie for the Environment, Scotland and

Wales should tell the local authorities that in the Government's view
the total of their current expenditure relevant for RSG purposes for
1981-82 should be 2 per cent less than the corresponding planned total
for the current year; I should settle the details of these announcements
with the Secretaries of State and other Ministers concerned:

ii, for the purpose of calculatin, the RSG distribution in England
and Wales the totals for individual local authority services for 1981-82
should, except for education, be as in the survey (see Annex 1,
column 4), subject to further consideration in September;

iii, the total for the educadon programme in 1981-82 in England
should be reduced by £50 million, on the basis that vhile public
expenditure is being cut back resources should be concentrated on the
basic educational skills at the expense of some other aspects of
educational "gquality';

iv. the survey totals for local authority capital expenditure in
1981-82 in England and Wales should be confirmed, with minor
adjustments, as in Annex 2;

Ve the offer by the Secretary of State for the Environment to find
a saving of £65 millicn from his programmes in 1981-82 should be
accepted,

14, I shall continue bilateral discussions on other programmes and the
later years with the Ministers concerned, and report back to Cabinet in due
course,

WJB

Treasury Chambers
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ANNEX 1

LOCAL AUTHORITY RELEVANT CURRENT EXPENDITURE

IN ERGLAND AND WALES

£ million, 1980 survey prices
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hkssuming that all but about £1> million of the £87 million gross
reduction for education in England (see mragraph 7(ii)) falls on
local authority current expenditure. If Cabinet were to take the
view of the Secretary of State for Education, these figures would
L:.ELS‘J':L'] million higher, giving a reduction of only 1.6%.

Based on notional breskdown and subject to decisions on that break-
down and on the distribution of the £65 million reduction. Any
ﬂLfpruuCe l;kely to affect the overall percentage reduction by
relatively little.




ANNEX 2

LOCAL AUTHORITY CAPITAL EXPENDITURE,
EXCLUDING HOUSING, ERGLAND AND WALES
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