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PUBLIC EXPEMDI'IURE ON EDUCATION
{& note by Mr. Lawson)

1. T we are to have the necessary room ta cut taxes, then we
must hold total publlic expenditure steady at the level now
sstimated for 1977-78, And if we are to do that, then it 1is clear
that significant reductions will be reguired 1n 1978-79 and
succeeding years in the programmes set out in the latest Fublic
Expendlture White Paper (Cmnd. 7049}, B&ince we actually wish

to see substantial Increases in some programmes — notably defence
_ the reductions required over the rest of the fleld will need Lo
be commensurately greater.

2. there are flve major public expendlture programmas whict,
topether, account far 70 per cent of total public spending
{excluding debt interest). These are, in order of size: Social
Security; Educatlon snd Libraries, Sclence and Arts: Health.and
personal Social Services, pefence; Housirs. LT will be noted
that, not only is Education second only to social Security, but
also that, since Social Security is largely a matter of fransfer
payments, Educatlion is the largest of the programmes which make a
substantial demand on real rescurces.

a. Tt seems clear, therefore, that we need to seek substantinal
savings, in White Paper terms, in educatlon: it carnct remaln
jmmune from the overall requirement to find economies. It seems
equally <¢leay - although no precise costings are glven - that

Mr. 3t. John $tevas's paper, L3C {78) 66, henceforth referred Lo
am the Stevas Paper, does not supgest the necessary savings, and
may even inply further lncreases 1n gxpenditure .

4, The principal purpose of the remalnder of this note 1= to
suggest where the necesszary savings might be found. It 1=
confined to educaticon and librarlies - 1.e. it excludes science ard
arts, which account for less than 5 per cent of the total
education and librariles, sclence and arts expendtture.

5. Education sperding thus defined vas running, in our last year
in office (1973-74) at £7,736 mlllion. In their first two years
Labour increased this by £244 millicon; they then did an abeut-turm
apd in their second two Yyears reduced it by £332 million, with the
resylt that this year's gutturn is expected Lo ke £58 million

lower than when we left office. (A1l figures are at 1377 survey
prices, i.e. in copstant 'funny money’ terms). They now plan &
Further sbout-turn with an extra £81 milllen next year rising to

am extra £239 milllon by 1981-82. It is far from clear that

this is elther necessary or Justified.

G. The blggest slngle determirant of education spending 1is
demographic trends. For the first time for a considerable period
these are broadly favourable. Between 1977-78 and 1881=-82 the
number of children of compulsory school age is expected to decline
by 10 per cent from 9,272,000 to §,346,000, This is because, in
addition to the continuing decline in the number of primary schocl-
children, there will nernceforth be a slight reduction, instead of

a marked increase, in the number of secondary schoolchildren under
16. However, over the Same period, the Covernmenht iz expectling

-n see an increase of 11 per cent, Trom 2,157,000 to ».388,000 in



the number of 'voluntary' puplls and students - 1.e¢. the under—-1 iveo,
secondary schoolchildren over 16, and students in higher and further
education fincluding evening institutes). Although the pxpected
rate of increase is the same at both ends, the bulk in terms of
rumbers is accounted for by the over 16s: Lhose staying on at
school beyond the school leaving age, and those going on to higher
ar further education. Overall, this produces a net declibe of
585,000, or 6%, in the total pupll/student population,

¥ Moreover, the Ffurther up the education ladder, The pgreater
the caost. Thus, for example, taking current expenditures alone,
tne average school pupll cost £366 fo educate in 1977-78, corpared
with £1,529 - more than four times as mach - for the average
student in higher or further educatlon.

8. Major savings could be achieved by planning Ior a Very much .
smaller increase in both the student population and (to some exter
consequentially) the numbers staylng on at school beyond 18 than

te assumed in the White Paper. Total current expendlture on

higner ang further education alone is expected by the Whilte Faper

to rise by £323 million - er 17% - by 1%81-82, and by £116 miilion
next year {[1978-79). We should certainly aim to save at least

£200 million by 1981-82 here.

9. Student rumbers are still determined by the Robbins formula
of supplying higher and further euucation to all theose who (a} are
gqualified for it and (b) demand it. It 1s therefore suggested

that we should try and influence both these determinants; 1.e. in
the context of (a), persuade the relevant institutlons (especially
the very expensive universities) to demand higher qualifications
for entry, and in the eontext of (b), seek other ways of reducing
the depmand. It was partly in the this context that the Fublic
Sector Policy GCroup gave as one of the recommendaticns in 1is _
report, "conslder making higher educaticn grants jwholly or partiy:
repayaple." Unlike most other public expenditure savings, this
would be diztinctly popular with the man in the strees. Arnd while
1¢ ig true that the big savings would come later, as student loans
are repaid, there would undoubtedly be savings right from the worc
go as the weakly-motivated and marginal would-be student was
deterred from seeking hipher education by his reluctance to incur
the obligation Lo repay a loan.

11, Another Tinanclal device worth considering is the introduczio.
of universlty-type charges Tor puplils s+%aying on at school beyvend
the compulsory school leaving age. There really 1s no obvious
justification for having totally tfree! educatlon between 16 and

18. This suggestion may appear to conflict with the Stevas Paper's
expensive recommendation that we should abolish the parental
contribution towards studernt fees so as to "bring us In new recrulits
from the middle and professional classes.” But surely what the
professional and mlddle classes object to is not the ldra of a
parental contribution as such, but the fact that it is means-tested
and thus not a charge but an additlonal progressive tax - on top of
personal taxes which are already far too high

11. As has been noted, the total national cost of suppiying
education beyond the compulsory minimum schocel-leaving age is
primarily determined not by demographic trends but by the demand
for such education., And the demand for higher and further educaticr,
and for staying on at school to take *A' levels, can be corvenienil
divided inte three categories, There is the demand for education
Tor jits own sake: the demand for education in corder te acquire
qualifications that are strlctly necessary for a particular
profession or vecatslon; and the demand for education in order Lo
acquire qualifications - whether 'A' levels or a degree - which avre
not strictly necessary for a particularr job, Dut which employers



neveriheless nowadays demand for the job in question as a convenient
(and to them costless, but to the taxpayer very costly indeed)
means of 'screening' applicants. The artifilclal Inflation of
demand for such education via this last route - which is not reall:
a penulne demand at all hut one induced by the demands of employer:.
- 1s likely to pose a growing problem of misallocatien ol resovrcel,
and 15 clearly the area where the least painful savings could at
least in principle be found. In practice, this i1s <¢asler said

than done. One possibility might be to toy and persuade public
sector employers not to demand TA' levels, let alonc university
degrees, when Job-sereening via, say, 'O’ level results; I{ tesis
and depth interviews would do just as well, So Tar as the prilvatc
sector is concerned, 1t might be a toplec worth pursulng with the
¢BI. For this 1g clearly an area where the ecudcatlon service and
the taxpayer are being urfairly expected to bear the burden of

she inflated cost of employers'! recruitment and job-seleciion
policies. Theoretically, the right solution in economle terms
would be for the education service to charge employers for the
screenlng service it Ls providing for them, just as fat another
level) the 'headhunters' or perscnnel selectlon agencles do. The
practical difficuliies are obvious; but it might be worth locoking
at experience abroad in case such & System has, somewhere or

other, been implemented.

12, A further major determinant of education spending iz the pupil-
teacher ratic. The Stevas Paper sufgests that we should use the
211 in the school population as an opportunity to ralse standards;
wut 1t is doubiful whether higher standards (which are badly
needed} necessarily imply a lower pupil-teacher ratio (as

recent studies have confirmed). When we left office, in 1973-74,
the pupll-teacher ratio stood at 20.6;5 over the past Tour Yyears,
despite the slight reduction in total education spending {which

nf course was achieved entirely by a £598 million cutback in
capital spending, although since 1975-76 there has been a silght
\eduntion in current spending, too}, the pupil-teacher ratic has
fallen sterdily to 19.4. The White Faper assumes that it will
continue to fall, to 18.3 in 1981-82., If, inztead, we werc simpl:
to maintaln the present (1877-78}) ratio of 19.4, this would imply
a3 saving of 28,000 full-time teachers - roughly 5 per cent of the
total - by 1981-82. And this is on the Whitec Paper estimate of
the pupil population: if the numbers stayine on at school heyond
16 were to be less than planned in the White Paper, there would be
a bigger teacher saving zt1ii1l. It is clear that there is an
opportunity here to save well over £100 million -~ guite apart

from the consequentlsl effects on the cost of teacher training.

13. It is presumably principally the planned reduction Ln the
pupil-teacher ratic that is respansible for the planned increasge

in the amount of current expendlture per pupll over the White

Paper periecd. This ls planned Lo rizse from £29% in 1977-78 o

£327 ip 1%81-B2 for the primary pupil, and from £453 to £488 for

the secondary pupil. MNaintenance of the present level of current
spending per pupil would lmply ssavings of some £130 mllllon on
orimary educatlon and £150 miliion on secondary education by

1981-82, There is thus a potential saving of £280 miltiion by 1881-&8Z
on current spending on school educatlion to be added to the €200 million
or 80 saving sugpested in paragraph 5 on higher and further
education, making a total savings target of £450 million-£500 milliao.
On top of this there 1s any revenue that would accrue were 1%t

decided to levy a paremtal contribution for education in che 15

to 18 brackst.

13a. So far as nursepy schools are concerned, it will be recalled
that the minority report of the Plowden Committes recommended the
intreduction of charges for such schoals. The logic behind this is



that, since the maln practical effect of narsery schoeols 1s to
enable the mothers of children at such schools to go out to work,
1t iz reasonable to ask Tor some contribution from this

addition te famlly income. ({Poor parents, of course, would not b
required to pay any charge). The minoerity repaort, which 1is

worth reading in full, is annexed toe thils note. As will be seen,
it was signed by elight members of the Commlttee, among them the
present Chalrman of the Supplementary Benefit Commisslon,
Professor Donnison, amd Mr. Timeothy Paison. It 1s obviously
something that, in present circumstances, deserves carelul
reconsideration, since 1t would bring in a significant and rieing
flow of revenue to help offszet the pgrowing cost of providing
nurssry education, current expendlture on which is expected by

the White Paper to rise by 19% by 1881-82. At the present

Lime, fewer than half the under-5's are in nursery schools. I
charges are confined to these children, and are levied at half .
che total cost, then the saving by 1981-82 would be of the order
of a little under £40 million.

14, Capital expenditure on educatlion has already been cut savapslr
by the present government, as mentioned in para. 12 above, and
the White Paper plans a further - albeit gentler - declineg to
1981-82, I doubt whether there 1s any scope, therefore for any
further savings here. However, the Stevas Paper seems to suggest
- #although agaln, no costings are given — actual inereases 1n
capital expenditure: T d¢o met think thils is realistic In the
1ight of our overall need to cut tax, and hence keep public
expenditure steady. Para. 24 of the Stevas Paper, for example,
suggests more capltal spending in order to improve or replace

old and over-crowded primary schools. It is by no means self-
evident that the age of a primary school hes much bearing on the
=uality of education; and pver-crowding showuld 1n most areas be
creatly alleviated by the substantlal decline in the numbers of
nrimary schoglehildren. In para. 28, on the secondary side, the
Stevas Paper praposes the ending of 'spllt sites'. Attractive
though this sounds, I fear 1t may be hideously expensive. Again
{see para. 22), I do not see how we can afford the 1972 nursery
school target, whichk would inveolve spending arn extra £140 million
a year hy 188182,

15, Bo far as I can see, there are only two possible savings
suggested 1n the Stevas paper. One, which 1lg Implicit, derives
from hls suggesticn in para. 3¢ of a switch wlthin higher educaticn
from the expensive uriversity sector to the less expenslive non-—
university sector. This is obviocusly deslrable, and need net walcs
until the bulge in the university age group which will not occur
until the mid-13%803. :

16. The other is the explicit propesal in para. 34 of a reduction
in the school meals subsidy. I am a little doubtful whether there
is much scope for saving on school meals over and above the savings
pleanned 1in the White Paper, It l1s important to recopnlse that
there are two distinet elements in this subsidy: the subsidy
{currentily 50% of total cost) for these children who pay for

sehool meals, and the entire cost of school meals provided free

for poor children, teachers who supervise school meals, and the
staff who prepars the meals., The White Paper expects these two
elements together to be steadlly reduced from £3827 million iIn
1977-78 to £276 million in 1981-8B2 - yet at the same time it expecrnw
the number of children abkle to ¢lelm free meals to rise by over

50 per cent. It zeems clear, therefore, that the White Paper is
assuming that, by 1981-82, the subsidy for those children who pay
for school meals will have been very nearly eliminated, and almaost
all the remaining £276 miliion of subsldy will go on the second
glement: frae meals for meals staff, supervising teachers, and
poor children. Are we prepzared to stop any of these free meals?




If not, the scope for saving seems distinctly limited: perhaps
£30 million by 1881-82 if the subsldy for pald meals IS wholly
eliminated. There may, of course, be scope for saving In school
transport; but clearly anything we do here should not be done
directly, but indirectly, by sgueezing the local authorities {via
cash limits and the RSG) and leaving it to them to decilds what
economies to make. In any case, the saving (if the Stevas FPaper
is right in para. 26) would appear to have an absolute upper limi?
of £100 million - the total cost of school transport subsidies.
(It is also a highly politically sensitive area).

17. There is, however, a further possible saving implicit 1n
para. 20 of the 5tevas Paper, which descrves further exploration.
This 1r its reference to alternatlve provision for the bored
15-vear olds, If these are allowed to leave gchool in order to
. take up approved work - e.g. apprenticeships - there should
be some saving to the education budget. On the other hand, there
is a clear commitment, 1n para. 32, to spend a substantial sum of
money, over and sbove the White Paper plans, on starting up an
tassisted places' scheme in lieu of the old direct gsrant systam.
The Stevas Paper seems to envisage et least £50 millien for this,
and quite possibly more: obvicusly savings to meet this would
need to be found elsewhere in the education budget. I have
suggested earller in this note how and where those savings might
be achleved.

18. All in all, we need to be looking for overall net savings in
education, in terms of the White Faper plans, of at least £150 millien
in 1978-79, risipg to at least £350 million in 1881-82. In
percensage terms, this would imply a reduction of less than 2%
in the total wWhite Faper plans for education and libraries,
srience and arts in 1978-75, rising to a reduction of a 1little
over 4% in the Walte Paper plans for 1881-82. If this were achieved,
education etc. spending in 1981-82 would be only marginally lower,

. in volume terms, than the estimated cutturn for this year (1977 -FH,

Conservative Research Department, ML F 1D
24 0ld Queen Street, London, SWl. 23.3.78

A postseript on schoel meals (to be conzsidered for our ond Parliamers!}

In & rumber of Eurcpean countries (Switzerlard T bhelieve iz
onel no school meals are provided at all: children bring packed
lunches to school with them. This 1s obviously the only sensible
system: it gives children more cholce, invelves less of a chore
for teachers, requlres no indiseriminate subsidy, reduces public
sector menpower (no school meals staff), aveids the row whenever
school meals charges are ralsed - and enables poor children to be
helped more discreetly by an adequate FIS-type scheme,
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KOTE OF RESERVATION 0N PARENTAL COMTYRIBUTION TO THE COSTS OF NURSERY !
EDUCAYION (CHAPTER 9). BY PROFESSOR A. J. AYER, DR. L. . B. BYATT,
PROFESSOR D, V. DONNISON, MR. E. W. HAWKINS, LADY PLOWDIN, MR. T. H. F.

RAITON, BRIGADIER L. L. TEIWAYTES AND DR, M, YOUNG.

. 1. Chapter P notes that the Hadow Repart recommended nursery schools in
1933 and that the Education Act of 1944 gave them the blessing of Parliament;

yet it does not draw what seems to us the obvious lesson. Why has notling

effective been done ? Guite simply, there have not heen gnough resources, in |

teachiers or buildings. Ifthat is true of the past it certainly remains true of the

present. Resources are relatively as scarce as ever. The prospects of nurseries E

are not therefore that much beiter than they were in 1944, and will not become

50 without the erucial further proposal we make here. Extrn resources are :

aceded, and (apart perhaps from some voluntary and private nuseries which

will charge anyway) will not be forthcoming on a large scale unfess the :

amouet of moaey being spent on education is substantially increased. The [

necessity for this is shown in Chapter 31, The answer we sugpest is a parental

contribution, If nurseries were the Council’s over-riding priority the siluation

wauld perhaps be different. They are not.

2. Qur suggestion 15 advanced as much in the interests of children whose
parcats cancot afford to pay as it is of others. Without a parental contri- :
bution we fear that nursery education will not be extended at all and such :
children be no better off than they are today. With it, we can be maore optim- !
istic, and, if the hopes are realised, there will be nursery schools which can !
be attended by the children of poerer parents, in and out of educational

priority arcas. They art often just the ones who could bencfit most. Charging
. the richer will be & means of helping the poorer. Charging those with smaller
Tamilies will be a means of helping those with larger.

3. What other sources of finance are there? We cannot be confident that, .
of the public money avsilable (ot social services, less should necessarily be !
spent oo housing or old age peosions so that more couid be spent on nursery !
schools. Rates and taxes cennot be raised expressly for 1the purpose. We
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recognise that in public services benefits and contribution ta cost cannot, and
should net, be precisely equated. Public services exist where one cannot, and
should not, try to. But the resistence of people to pay higher taxes is still an
impaorttant consideration. Pepsioners and others would scarcely welcome such
an impost just for the porpose of financing nurseries. This is all the more so
because 2 few of the mothers who will send their chuldren {0 pursery schools
will be able in copsequence to go out ta work part-time and add to the income
of themselves and their families, and a great deal could be made of those few
by the oppenents of nursery schools.

Facing up ro afffwenre

4, To the majority of the Council a principle that should be sacrosanct
appears to be at stake. Maintained schools have always been free, and there-
fore shaotd always ramain so. But the principle crysallised at a time when
incomes were a gaod deal lower. Parents are now more affluent; they are
more interested in education. Today they are for the most part able and willing
to contribute, and their willingness to do so could berused as a lever for
gething a more general service, Particular proposals for educational improve-
ment should surely be considered to see if on their merits it would be right
or oot to ask parents to coptribute.

5. If this be the approach, contribulions for nursery schoels recommend
thermsclves. Where the community makes education compulsory it 15 in
general right that the community at Jarge should pay. But this is pot proposed
for nursery education. It is nok to be compulsory. ot 1o charge would there-
Fore be to creale injustice as between parents who do not choose to make
use of nursery schaols and those whoe do. The parents who do not would be
paying, through their mtes or laxes, for a service to other parents, sometimes
wealthicr parents, who take advantage of the new schoels, Nor s pursary
education 1o be universal for many years. Ir will develop in some districis
more rapidly than in others. Not to charge would be to create lurther in-
jostice between peeple in one district, who do not yet bave nursery schools
but have to pay [or them through taxes, and people in other districts who do
have them. 1o these two ways nursery schools will be different from mast
other maintained schoels, and, if they differ, so should their finance.

6. Ancther argument is that payment—up to 13s. 5d a day—is already made
for children attending day nurseries, and for much private baby-minding as
well, Day nurseries constitute a precedent on which we lean. The majority do
not sussest that charges for day nurseries should cease. The consequence
would he that parents would pay For ehildeen up to thres but at this age,
though the senvice would be much the same, charges would be dropped.
To act as we Dropose on this znd to bring ursery schools into line with day
purseries woultt be more sensible, and should lead to more of the children
wha are ot preseat privately minded for a charge being given an educauenal
experitnce in & nursery school. It is alse worth neting that in neardy ali ather
countries visited by members of the C.A.C, including Denmark, France,
Poland, Sweden and the U.S.S.R., there were charges for nurseries, We
eannot sez that Briain should en this stand apart.

Remission of fees

7. We are naturably in favour of rewissions of charges far thase who cannol
afford to pay. For our main purpost in proposing charges 2t all for these wlin

-
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can afford them is, a5 we have said, 10 secure nursery schools which would
not otherwise be there at all for those who cannot. The suggzestion is that
the standard vharge should be the 55 per half day witich 15 rechoned as the
Tull cost fsee Table 41), but iF same Le.a’s could get the cost down to less the
charges would also be less, Such a sum would clezrly be beyond the means of
lamilies with Jewincomes or several childeen, and these should get Free places.
The larger the number of children, the higher the level of income that should
qualify & family for remission. We lurther recommend that o+ sonn as charges
and remissions are introduced (zven experimentally) steps should be taken
by means of research to find out whether children wha should be in nursery
schocls are not there because their parents are being deterred by the charpes.
The systern lor remission should be revised if necessary in the light of the
resulls of the research. Whatever happens, all oursery schools in educational
priority areas should be free o begin with in order to make sure than Lhe chuld-
ren who need them most are not kept out. We propose that fees should be
introduced as soon as possible in some other areas so that the size of demand
{given charges aad remissions) could be estimated as a basis for general
nationel planning. -

B. MNursery education needs definition. We do not think it would be right to
charge fees for schools given the label of nursery, and oot to ¢hifdren of Lthe
same age in schools called Infant. Age should be the criterion. net type of
schoel. We recommend thet fees should therelore be charged Ter all children
under five, irrespective of which sort of school they are in. It alse follows
that children of over five in nursery schaools, who will be plentiful onee the
sipgle date of entry is introduced, should not be charged.

9. If resources were more plentiful we would not favour charges. This is
particolerly becauss some parents who canpot afford to pay may be too
proud to accept remission and therefore keep their children away. But new
traditions can be created. Few parents are now too proud to accept State
support for the education of their children in vniversities. T in naiversities,
why not in nursery schools?
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PURLIC EXPENDITURE ON EDUCATION

Following the last dlscussicon in Steering CGroup on
Norman 5t. John Stevas's paper on education, Nigel Lawson
has prepared the attached paper in consultation with
George Cardona and myself.

Wwith Mprs. Thatcher's egreement, I have arranged for
the paper to be clreulated to colleagues so that the maln
polnts made, with which I agree, can be gconsidered alonp-
ajde Norman's paper.

GEQFFREY HOWE




