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P R I M E M I N I S T E R 

P u b l i c E x p e n d i t u r e 1980-81 

( R e s u m e d d i s c u s s i o n ) 

B A C K G R O U N D 

T h i s , the l a s t i n the p r e s e n t s e r i e s of m e e t i n g s , need on l y tie up a few 

l oose ends l e f t o v e r f r o m M o n d a y , and g ive i n s t r u c t i o n s f o r the nex t stage of the 

o p e r a t i o n . The two key d o c u m e n t s a r e : 

(i)	 The C h i e f S e c r e t a r y ' s m i n u t e of 25th J u l y (headed " N o r t h e r n I r e l a n d , 

S c o t l a n d , W a l e s and C o a l " ) r e c o r d i n g the f i n a l d i s c u s s i o n s i n M I S C 11. 

( i i )	 The C h a n c e l l o r ' s m inu te of the s a m e date (headed " G u i d a n c e to L o c a l 

A u t h o r i t i e s " ) , c on ta inng the text of a p o s s i b l e announcemen t to the l o c a l 

a u t h o r i t i e s and n a t i o n a l i s e d i n d u s t r i e s to be made e a r l y i n the R e c e s s . 

H A N D L I N G 

2. Y o u m i g h t b r e a k the d i s c u s s i o n down u n d e r these two h e a d i n g s . Y o u c o u l d 

a s k the C h a n c e l l o r f i r s t to r e p o r t b r i e f l y on the M I S C 11 d i s c u s s i o n s , and on the 

s epa ra t e b i l a t e r a l ta lk w i t h the S e c r e t a r y of State f o r E n e r g y . The f i g u r e s f o r 

S co t l and and fo r W a l e s have now been a g r e e d , and the S e c r e t a r y of State f o r 

W a l e s has now abandoned h i s c l a i m fo r s p e c i a l l y ' p r e f e r e n t i a l t r e a t m e n t for W e l s h 

e x p e n d i t u r e p r o g r a m m e s . The S e c r e t a r y of State f o r N o r t h e r n I r e l a n d d i d not 

a t tend the M I S C 11 m e e t i n g on T u e s d a y (the t i m i n g of w h i c h had s p e c i a l l y been 

a r r a n g e d to mee t h i s conven i ence ) and sent an o f f i c i a l who had no p l e n i p o t e n t i a r y 

p o w e r s . T h u s , the " f o r m u l a " cut f o r N o r t h e r n I r e l a n d has been e s t a b l i s h e d , but 

the S e c r e t a r y of S ta t e ' s c l a i m f o r s p e c i a l t r e a t m e n t r e m a i n s on the t ab l e . The 

gap l o o k s l i k e be ing be tween the M I S C 11 r e v i s e d r e c o m m e n d a t i o n of 

£97 m i l l i o n c u t s , and the S e c r e t a r y of S ta t e ' s o f fer of £90 m i l l i o n c u t s . The 

C h i e f S e c r e t a r y i s now p r e p a r e d to a c c e p t £90 m i l l i o n ; a l l C a b i n e t needs to do 

i s to c o n f i r m th is d e a l . 

3. T h e r e has been a s epa ra t e b i l a t e r a l exchange about c o a l , r e p o r t e d i n the 

C h i e f S e c r e t a r y ' s m i n u t e . The C h i e f S e c r e t a r y has sugges t ed a cu t o f 

£25 m i l l i o n on to ta l f inance of £62 3 m i l l i o n r eques t ed by the N C B (grant and l o a n 
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c o m b i n e d ) . T h i s shou ld not i n v o l v e any a d d i t i o n a l p r i c e i n c r e a s e beyond the 

3 p e r cent r e a l p r i c e i n c r e a s e a l r e a d y a s s u m e d f o r nex t y e a r . We u n d e r s t a n d 

that M r . H o w e l l i s be ing a d v i s e d to a c c e p t th is f i g u r e . Y o u c ou ld a s k h i m to 

c o n f i r m t h i s . 

4. M r . J e n k i n m a y t r y to r a i s e a po in t about M o n d a y ' s d e c i s i o n s on s o c i a l 

s e c u r i t y . (He i s b e ing a d v i s e d to take i t up i n c o r r e s p o n d e n c e i n s t e a d . ) He 

s a i d h i s sav ings added up to £222 m i l l i o n , and th is was r e c o r d e d i n the m i n u t e s . 

In fact , c l o s e r e x a m i n a t i o n i n the T r e a s u r y and the D e p a r t m e n t g i ves s a v ing s of 

£192 m i l l i o n as the consequence of the s p e c i f i c d e c i s i o n s taken at the m e e t i n g ( i . e . 

le s u b s t i t u t i o n of " a n t i - f r a u d m e a s u r e s " f o r w a i t i n g days ) . If he r a i s e s t h i s , 

you m i g h t i n v i t e h i m to se t t l e i t b i l a t e r a l l y w i t h the C h i e f S e c r e t a r y . 

5. Y o u m i g h t then move to the nex t s t eps . The C h a n c e l l o r ' s s e cond m i n u t e 

of t oday ' s date se t s out a p o s s i b l e f o r m u l a for use w i th the l o c a l a u t h o r i t i e s . 

T h i s has been a g r e e d at o f f i c i a l l e v e l be tween the D e p a r t m e n t s c o n c e r n e d . T h e r e 

a r e three po in t s to be c o v e r e d : 

( 

(i) Shou ld the s t a t emen t be " g l o b a l " o r shou ld i t i t e m i s e the cuts s e r v i c e by 

s e r v i c e ? T h e r e a r e two a l t e r n a t i v e v e r s i o n s of the text . Y o u w i l l 

want to h e a r the v i ews of the S e c r e t a r y of State f o r the E n v i r o n m e n t 

(who f a v o u r s " g l o b a l i s a t i o n " ) , and of the S e c r e t a r y of State for E d u c a t i o n 

and S c i e n c e (who opposes i t ) . Y o u m a y a l s o want to c o n s i d e r w h e t h e r 

i t shou ld be made c l e a r that th i s " g l o b a l i s a t i o n " i s f o r one y e a r on l y , o r 

whe the r i t i s a p o i n t e r to the way i n w h i c h l o c a l a u t h o r i t y e xpend i tu r e 

shou ld be c o n t r o l l e d i n fu tu r e . If the l a t t e r , you m a y w i s h to c o m m i s s i o n 

a f u r t h e r pape r f r o m the C h i e f S e c r e t a r y , the S e c r e t a r y of State f o r the 

E n v i r o n m e n t and the S e c r e t a r i e s of State f o r S c o t l a n d and fo r Wa l es , f o r 

c o n s i d e r a t i o n a f t e r the R e c e s s , a b o u t f u t u r e c o n t r o l m e c h a m i s m s . 

( i i )	 L a t e r y e a r s . The C h a n c e l l o r ' s m inu t e b r i n g s out a l s o the need f o r c l e a r 

gu idance to the l o c a l a u t h o r i t i e s about the range of cuts to be sought i n 

l a t e r y e a r s . Y o u s a i d at C a b i n e t on M o n d a y that the f i g u r e s f o r those 

y e a r s w o u l d be m u c h m o r e " b l u r r e d " . B u t the a u t h o r i t i e s need to have 

some s o r t of gu idance . D e c i s i o n s a r e needed both on the b a s e - l i n e 

( shou ld i t be the new l e v e l f o r 1980-81) on the p e r c e n t a g e s to be a p p l i e d 

to that b a s e - l i n e . 
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(111)	 T i m i n g . Desp i t e t oday ' s P N Q the p r e s s u r e f o r a P a r l i a m e n t a r y s t a t emen t 

be fo re the R e c e s s has been con ta ined (a l though the G o v e r n m e n t i s now 

c o m m i t t e d to a Whi te P a p e r i n the au tumn) . The q u e s t i o n now b e c o m e s 

one of an a p p r o a c h to the l o c a l a u t h o r i t i e s . It s h o u l d be p o s s i b l e to 

a r r a n g e a m e e t i n g of the c o n s u l t a t i v e m a c h i n e r y nex t week : to l eave i t 

m u c h l o n g e r r i s k s r u n n i n g in to the h o l i d a y s e a s o n . 

6. Y o u m a y a l s o want to g ive i n s t r u c t i o n s about the next s tages of the 

o p e r a t i o n ex t end ing the d e c i s i o n s f o r w a r d to 1983-84. The T r e a s u r y b e l i e v e that 

two m e e t i n g s of the C a b i n e t w i l l be needed . The f i r s t w o u l d c o n s i d e r p r o p o s a l s 

^ ^ o r ^ ^ h ^ T ^ h i e f	 S e c r e t a r y about the op t i ons for r e d u c t i o n s set out i n the o f f i c i a l 

r e p o r t (C(79) 25). T h e r e w o u l d then p r o b a b l y be a s e r i e s of f u r t h e r b i l a t e r a l s 

(or p o s s i b l y m e e t i n g s of M I S C 11 i f a q u o r u m c a n be found). T h e r e a f t e r there 

w o u l d need to be a f u r t h e r m e e t i n g to a g r e e the f i n a l f i g u r e s f o r p u b l i c a t i o n i n a n 

e a r l y p u b l i c e x p e n d i t u r e Wh i t e P a p e r . G i v e n the C h a n c e l l o r ' s and y o u r own 

m o v e m e n t s , p o s s i b l e dates f o r these C a b i n e t m e e t i n g s wou ld be 13th S e ^ m b e  r 

f o r the f i r s t one (before the C h a n c e l l o r l e a v e s f o r the I M F / I B R D / C o m m o n w e a l t h 

F i n a n c e M i n i s t e r s ' m e e t i n g s ) and 18th O c t o b e r (the week a f t e r the P a r t y 

C o n f e r e n c e ) f o r the s e cond . It m i g h t a l s o be p r u d e n t to a l l o w fo r one m o r e 

m e e t i n g on 25th O c t o b e r on a con t ingen t b a s i s . A t i m e t a b l e on these l i n e s wou ld 

m a k e i t p o s s i b l e to p u b l i s h the Whi t e P a p e r bv m i d - N o v e m b e r . T h e r e i s h o w e v e r 

a po t en t i a l p r o b l e m o v e r the c l o s e l y r e l a t e d pape r on C i v i l S e r v i c e m a n p o w e r 

r e d u c t i o n s . The L o r d P r e s i d e n t had in tended to c i r c u l a t e th i s i n " m i d -

S e p t e m b e r " though i t i s we gather m o s t u n l i k e l y that th i s w i l l r e p r e s e n t a f u l l y 

w o r k e d out p r e s e n t a t i o n . N e v e r t h e l e s s i t m u s t be p o s s i b l e for h i m to p r e s e n t 

p r e l i m i n a r y c o n c l u s i o n s and to iden t i f y the m a i n p r o b l e m s be fore then. If you 

a c c e p t the t i m e t a b l e above , you m i g h t a s k the L o r d P r e s i d e n t to e n s u r e that at 

l e a s t a p r e l i m i n a r y p a p e r i s r e ady i n t ime fo r C a b i n e t on 13th S e p t e m b e r so that the 

m a i n t h r e a d s of the two e x e r c i s e s c a n be b rough t toge ther then and i n the 

subsequent b i l a t e r a l s . F a i l i n g th i s we r i s k an u n c o - o r d i n a t e d m u d d l e . 

C O N C L U S I O N S 

7.	 The c o n c l u s i o n s of the m e e t i n g m i g h t be: 

(i)	 To note the a g r e e m e n t r e a c h e d w i t h S c o t l a n d , W a l e s , N o r t h e r n I r e l a n d and 

E n e r g y . 

-3



SECRfc "i 


( i i )	 To a g r e e that a l l the f i g u r e s a r r i v e d at i n the l a s t f our m e e t i n g s for 


1980- 81 shou ld be i n c l u d e d i n the p u b l i c e xpend i tu r e Whi te P a p e r . 


( i i i )	 T o a g r e e that gu idance shou ld be g i ven to the l o c a l a u t h o r i t i e s a l ong the 

l i n e s of the d ra f t a t t ached to the C h a n c e l l o r ' s m inu t e of today as 

a m e n d e d i n d i s c u s s i o n . 

(iv)	 To ag r e e that c o n s u l t a t i o n shou ld p r o c e e d w i t h the l o c a l a u t h o r i t i e s 

( e x c lud ing h o u s i n g e xpend i tu r e ) on the b a s i s of cuts of 12^ p e r cent i n 

1981- 82 , and 17| p e r cent i n 1982-83 . 

(v)	 / P o s s i b l y / to i n v i t e the C h i e f S e c r e t a r y , T r e a s u r y , i n c o n s u l t a t i o n w i t h 

the S e c r e t a r y of State f o r the E n v i r o n m e n t and the S e c r e t a r i e s of State 

for S c o t l a n d and fo r W a l e s to c o n s i d e r p o s s i b l e fu ture c o n t r o l 

m e c h a n i s m s fo r l o c a l g o v e r n m e n t e x p e n d i t u r e , 

(vi)	 To ag r e e to r e s u m e d i s c u s s i o n on p u b l i c e xpend i tu r e i n l a t e r y e a r s i n 

S e p t e m b e r on the b a s i s of p a p e r s f r o m the C h i e f S e c r e t a r y , T r e a s u r y , 

and the L o r d P r e s i d e n t of t h e C o u n c i l . 

J O H N	 H U N T 

25th	 J u l y , 1979 
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