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CABLNET

LONGER-TERM OPTIONS

1‘"".--\... L ” 9 ™
“emorandum by the Central Po

‘s the prospecta for

a new and fundamental

has been asked lo examine
to the Government, esp
major atructural changes

programmes

an unusual portunity for the Govermment to review
beyond, and to consider any

Glrection. considered
HlMlatere mi F L] T LR 2 " £ : A |
Lers might wisl ) examine in each or the four main
3 el at=] i T 1 e e =
Ueh changes would involve a major shift of

May well not wish to reach decisions now, but inst to

tead to
full review to report within say =six months for collective

programmes together cover nearly two-=thirds of

gag of

may well bs room Zor radical chan
Some of these are mentioned briefly in
&8T5 can consider whether they want more work done

‘eviews already taking place in some 1renﬂ},

el i",;.-l.}'.'.'l.".J'.I

be valuable, and this is discussed in
Ted obiaotive o Tl ey e AN e
JEULLVE -r|1|'_'_|..|. (WL Lo =4 s 1 DL1G |_l_|.:7\..'].|_ ,_...'£ L._;.'
o= ¥
Falative  snwh ¢ I A i "
“V@ costs Lincluding wage cos L‘.‘.;j of public services

Nne appr IR AR = . L T 2T R, | =T &
e ‘I8 economy. But the projections by officials already
Hap] i
e A .
168 wages falling relative to "market sector" wages
3 g

decade to 1990, and it seems unrealistic to

targe permanent shift could be achiewve In any

; luture wage negotliations, and we see no distinct !
LonM s s
Wiich could usefully be reviewed at tl

=T TN1E sGag
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R F i el +hat Minis
cConsladering DPL1oNS, wWe suggest LAl Nai

measure them against several objectivesie

T
1 RN - " 5 & 3 W Wi |-.-""-"'..1':-"'|
lmprove incentives by reducinzg the burden ol TaA=

increase freedom of
fata
' . . iy ' . precldd
those who demand public services appre®
them to pay;

7o S . i . % % Ve e =aurces
~'.'--le to allow increasing demands 4o be met by market sou

. 1 : o s iemn 14MLTES
rather than constra.ned by public expenditure limii=:

! . £ Pk
v) +to maintain or increase efficien

(vi) (a8 a minimum) to

expenditure, even withm
night il 158 "cosmetio",

are discussed in Annex C.}

If Ministers decide that any options should be fully
suggest that part of the purpose of the review
how they meabSure up to these broad objectives.
paragraphs outline a broad approach to each of

and suggas

options for review; those are dis

38T
Annexaa D=K.

As living standards rise, individuals ar
nd bettsr health care. There iz some social \
~ o

care, but mainly it is a matter of individual wants and ¢

elastic demand). Hence it is arguably not appropriat® -

ai 9 . - % 1 At LIS
finance, and puts a strain on the Exchequer by distoriire

R Lo : g s : nhlio het
shifting the burden from consumer to taxpayer. Irubii®

congamers .

aleo tend to be led by producers rather than

T It is therefore worth considering whether o
provision of health care for the bulk of the popul
from the State to privately owned and run medical
could nos afford to pay would then have their charges
via some form of rebatine or reimbursement. As an
general rule, it might be judged more

continue to provide institutional

handicapped, elderly) who clearly
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This woula mean leaving to individuals how far they insured
“gainst fﬁﬂing izl g1 ' health care, and it would be important
*0 monitor the th insurance over the intervening
Periog, Given tha = ate would in the last resort meet the costs
?1 I8Cessary health care, there could be a danger of under-insurance
ny & large part of the working population, and thought might therefore

Have o . : e
‘0. be given to a scheme for compulsory private insurance.

sccept the broad concept as a longer-term objective,
judge more immediate health options as steps along

particular they will want an examination of how far the
Byps .
hdl‘:':'- &l 1 r " ' -~ Lk 3
* Irom public to private provision of health care could be
Ernmﬂtﬁdl
NHg

and whether they are any institutional changes, within the

LErS B : R 5 . L
' Whieh could make this switch easier.

departmental review of health service financlng

earlier this 1: But in this broader context there might be

] *0r a fuller review of two options, as stages towards the
0

ONge !
SST-term objective:—

(3

lnureased and extended health charges (Annex 3}

\
i) pp
J il
ivate health insurance (Annex E)
éﬁﬂiéllﬁn

s Tha g4 2 ; o :
bs Th demand for education, as for healt is likely to be "income-
is

+
Llg — . 5 - . 1 : ¢ . = .

a8 living standards rise, people will want to spend
DIra

4'Grtinh
ch

"aking thiq

2y
wi W

J & 'Lh_rvl

of their income on mere and better educatiocn for their
11d]_"p'.-_ = § " a
=ly and will be inereasingly frustrated by the lack of any way

choice effective within the State primary and secondary
‘h addition, however, there is & social interest, arguably

ter AR i ‘ . o
than in heal th, in the quality and quantity of education,
\*-i'[lﬁ.e ik i 2 : i :
these will determine the capacity and wversatility of the nextu
ge hnl.],"' . . O,
Al s working peopla. Hence in our judgement it is probably

=

tistic to envisag s, even as a long-term option, the wholesale

*Sation of provision for education in schools. However, it may
Slrable to maks higher education more market—o riented, giving

¢hoi 1

hoige to consumers and making the system more responsive to the

°f both students and employers .

We +hawon ; ' . o ; -
‘Nerefore assume that the State will ccntinue to provide

for children of primary and secondary school age,
Concerned about quality. But the parallel system of private—

*“H00ling will remain, and may expand with increasing prosperity.




parents could be ; 1 to choose the
margin, by schemes fx : ors or tax relief;
ieve parents of part of the cost of educatio
expensive for the
education, Ministe
regonrces
for
higher educati
though publiecl;

tuition |:.|!‘1.:'!J'.'.'9I'

o Carnri
*-\.-"-:' ¢ o o bt falA L L L,

£ Ao
rri10es

- ; _ ;
13. The present sysi \vEs MOE afite to P

1 AN
large number of unemplioy

the real wvalue

recognising preservation oI
benchmark (as for tax thresholds). But it could
to prolong the link between benefits and prices,

legislative opportunity to break the link. With

mich lower level, the assurance of full protection i®

necessary. W4iven discretion to hold

make a once=for-all cut as z contribution
It would also, of cour: have discretion
share in incre ( aperity when economic

prices. This opti

14. The United Kingdom has been strugg
commitment, when many other NATO members

of defence spending in GDP in the i s ong the

arguably reflects some failure in the UK to adjus?
performance and a reduced role in the world.

complex issues here which Ministers may wish
-~ could there be greater emphasis on mutual d
sharing arrangements?
ghould
EC
accepted,

gpe nding
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8 g0 OUutslce une aele

Within defance

the

real growth of defence spending

3 .
S0me options may lead
TESQLL:LCE::
for

(including labo evoted

2ducation and heal th,

consumed by

L0 buy more of them. So long

"1thin the public sector, we

=F ] + -
528 the ¢ whi ch
- nich

they make

for

an

! 84 e 2 e

more

= ]
w00 4% { '}
Me of the nl

involve
and 1-]-1-& =i
no r-'h.'], n ze
L] :,":F_L'n

~glng

questions

in the tax and

for the fu. f serv

o Ly A s
Cistribution of income,

Pag 1--[’

in general

without children. This would

1-:r

1 nisters

assume Mi
BXtent that it
E88 in the

?‘t\ o

is to ad

charging, benefit or
Wwere

Ehe

rebated or reimb

of the scale. T

bottom

to find a job or earn more

M amiw
fMade posslole

Tax rates

4

duated income support,

combined tax

even then there might be

sy

though the effed

the income scale., If

insurance

were

pul

COm o] ?:.'L:f';mrr

LT | 1 1 = a *
~€regate burden of taxation in a

makes

from direct to

nce area
L"'_:::_li, the

after

example, might have

as
think 1l
resources reduced.

private

gher
about incentives.
gocial

ilces

Lek
inevitable result would be

hia
nls

probably

and

minimal

nominal

their own decisions at

and menticned

are

main option would be to

1985/86

(Annex X).

real

to these servicesz. Charges

. g ’
the effect of

those services, if people

services are provided

will

the

iat Ministers wish to

But where

sector services, they

for services,

:.,_...I.;...'.'-n”'

seourity systems,

sjould cause massive

away from families

axacerbate poverty

would judge unacceptable.

just for these

gystems would be needed.

those below some income

i %o

hig o

g "tax

the

n marglnal

adverse effect on

would offset the gain from

by the enditure saving.

fully

exp

requi

inr a

benefits, would be

little or no overall

would be distributed more

charges for schooling

they would reduce the

sense: but they could

t the margin

n).

indirect taxatio
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S0me Deom
mManyT ragas Tmaaasd Bla -
many Cases 1mpossS1lole
AT EE

ST = Ame ::l_:!(]:jll': WOEs

of Government v ut making S0
articularly where public expenditure and hence

accept

recognising
: g

that no-one

bjected to undue hardship.
il
o - J T i
CONALTLIONn,

= .o

1f, however,

such a thing as an absolute level of
ITroTtecta
protected,

reasing wealth of the ountry, but

proportion, then some redistributive

. - =
they must be if the amount of wealth available 1

lncrease.

Conelus

Ministers are invited to de

whether they wish to commiss
of the main options

above;

18y want

whether I

listed in Annex

Cabinet Office

6 September 1982
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ANNEX A
SMALLER PROGRAMMES

%me - .
Gther programmes outside the four major programmes diseussed in

Bin 3 . : :
ax.-ﬁrdl Paper could offer scope for very significant reductions 1n public
“Nditupe o : : :
?g-lm_ '¢, either by a generalised squeeze or by identifying policy changes.
Howip _

F
L

i i 3 . a
€18 & list of smaller areas where there may be scope for review, with

f T «.
°F Present annual spending (in 1980-81 cost terms, from the LTPE

iml]'eS‘

PET‘JFJT-U

Iy :
Export credits - the LTPE figure of £0.3 bn does not refleet the full

Ektﬂ]‘lt
of commitments, and there may be scope for review.

Ii-.i.l. 'P
Stat ‘Mployment - £2.2 bn - much of this reflects policy reactions to the

8 the labour market and will continue to do so; but there might be
Oma Sco .
pe for review:

85t veqan - the Youth Training Scheme might take the place of the
Ok compulsory schooling, instead of following it;
Mployer - on the training side, a remissible training tax on
would reduce public expenditure;

Migh = on employment services, privatisation of job cenires

iij
L1 HE 5

Ing Blonal - counting together expenditure by the Departments of
ust . ;

e 'Y and Environment, this is of the order of £1 bn a year, and is

2ay i
dy being reviewed.

v
B 'E:! -
PUsing - £2.9 bn - has been falling, but the future trend depends

18]
}r {] 3 # I
an N the real level of rents (as well as rate of sales, new building

':m i) ;i ) - -
Clyp Provements); a review of rent policy, and of relating subsidy to
TNt path

the ¢

er than historic values, might be worthwhile (though most of

avin
ES would not count as public expenditure).
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Some other significant areas are -

ture

g on fu

1 i i’""

: ‘ : . spend
i.  Payments to European Communities - £1.8 bn - depen Hilit

: ] g s v : 0551
negotiations (in which it may be necessary to bring in the P

alternative defence savings, eg in BAOR).

L
e more 5

i ‘ | A |
ii. Other local authority services - £10 bn - there may G
rous 1o chargit'e

for increased contracting out and/or charging, analof

education.

te ONCE
will ﬁeﬂerﬂ il

iii. Nationalised industries - £2.3 bn: - privatisation s e
have

. b : : : will
for-all gains, but where industries scld are self-financing ;
or negative effect on total EFLs thereafter; - continuin

5 B 4
removed or reduced in the longer term, but this is bounc

and piecemeal process.

iv. Scotland, Weles, Northern Ireland - £10 bn
Scotland in relation to needs has been investigated 1

probably not worth a further full-scale review.
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PUBLIC SERVICE MANPOWER

1
i

Minj . e ey
S Misters woulq decide on a target for further reduction of civil service
.:an |.-}" ! I =
o -p T by say 10 per cent during the next Parliament. This would entail
E*'ﬂng

8 high Priority to -

= redyei : .
Ucing functions, contracting out ete;

Simmlif: : i .
"Plifying policies and procedures (tax, social security ete);
lepi . g
mﬂﬂlmn Whﬂre necESEﬂI‘}" to aﬂh']_e".,l'e these Chﬂnﬁﬁ%:

5] 3
*Penditure on information technology.

e
OV ] B

000 Y8l reduction would be allocated among departments and services
-..L']

n
€ 10 the scope for such changes.

imi) _ | :

g "AT targets would also be set for reductions in NHS and local authority

._--'DWEI-L‘ = = 5 2

Priygge. . These could be linked with increasing contracting out and
*alion of services.

k.

(1

The _

5y P8 bill for the civil service (industrial and non-industrial) is about
] thls

a Vear.

inge Numbers will already have been reduced by about 14 per cent

197 S
Queg, % o that the scope for further reduction merely by a continuing
“eze

: ;
Qh&ﬂg; N Numbers is likely to be small. Hence the need for more radical
us'
M functions and policies.

i
1,

Ao PFinciple there should be room for at least equal savings in other
© Sape g1
“rVices.  The NHS employs approximately 1 million people, and

hag g - MCreased by 5 per cent between 1979 and 1981. The Government
et iz ; o
S0y ‘ergets for reductions in management costs as a proportion of NHS
T i EE ;
@K\D”‘”‘ the next three years (in England, a cut of 10 per cent). Local

Un

Titieg
Dep ®Mploy about 2 million people, and have reduced numbers by about

Ce . : . .
p‘t‘&r]}, hm Since March 1979 - mostly in the education service, which employs
A the total.
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Annex B (cont */

Arguments in Favour

2. ap
§ 1 ssid f'lﬂ”‘:
i. Over the rest of this decade, information technology will viel

y being ap

ﬂccﬂlﬁfﬂwd'

plied 10
- - - . L
economies in data processing, storage etc. It is alread

Government administrative operations, but the pace could be

e . - - 'Gﬂ

ii. To achieve anything like a further 10 per cent reduct!

present fun o
econo™

oes Where rih
Wik

_ ctions
service numbers would mean a radical review of

achieve contracting out or privatisation of those gervi
costs might be charged (say PSA or ADAS). This wou

Ministers' objective of "rolling back the frontiers of the publ

1d be in Hn®
il
ic seﬂtﬂf ~

15

g subjecting NI A
peess!

ifii. Very worthwhile savings might be achieved b
proved SU

authority manpower to the sort of squeeze which has
cﬂI‘ltra

ot
i ctills
the civil service. Pressure on numbers should lead 1O the

of functions to the private sector, with gains in efficiency:

Problems
6. . CivH

ol in
he ats Wl

ant
L el
Slﬁnlf]

i. A good deal of effort has already gone into t
Service numbers to 630,000 by April 1984, Further S

be hard. to achieve unless Ministers are prepared 10

1:11:15'£ﬁ”"tiﬂj g

give WP

aspects of their present functions.

o Sl : w
il. A separate manpower target can lead to inefficiencies,

be more cost-effective to employ staff (eg on social
cases); and if the reduction of unemployment remain

any such inefficiencies conflict with that objection.

ysiem of aontrol

it will 1

iii. In the NHS, given the decentralised s v
e alleg®

proportion of staff closely involved in patient care,

’ b ¢ : .. 1CE s
any sizeable cut will mean a reduction in the quality of serv’

iv. In the local authorities, if the target

some 'mechanism will be needed for enforcement, with fam
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ACCOUNTING CHANGES

%  Loog)

Authority Expenditure. Local suthorities at present have a
1EE‘[;.;_1 dEEI‘

ee of autonomy, including the right to spend more than the
30y

Yernment's cuprent spending target if they raise the money locally (by
ra : :

tes) 15 pay for it. Ministers have been considering this is MISC 79. If

the i .

¥ decide not to impose direct central control over current spending,
therg 5 a
]

Ocg] P .
¢ Authorities! spending which is not financed from local revenues - as
0

se for eounting as "public expenditure” only that part of

Nationalised industries and water authorities now, and local
ta::j:miES in many other countries. This would be easier to justify if
Were a limit on Exchequer grant, and non-domestic rates, so that
:-‘ﬁ}enf}itUFE beyond those limits was entirely- a "charge" on local
ﬂtapﬂyerg;e]emm.s for extra services provided; both these changes are

ung :
®T consideration in MISC 79.
Nat

. "‘"—EMTHHCE Fund. More than half (£19 bn) of social security
“dyment

8 are met from contributions to the Fund. This will increase with

¥
the
Ney : : : : ; i
v Stﬂ‘te Pension scheme, where public expenditure will vary accordig

‘o th
e . : |
Mumber "eontracted out". In other countries contributory benefits

ira ;
Often treated "off-budget" rather than as part of public expenditure.
¢ case for

such g change would be stronger to the extent that
Nt : . :
butions are regarded as different from ordinary direct taxation,

a5 - .
bu‘-"'lng an "entitlement" to benefits.
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ANNEX D

INCREASED CHARGES FOR HEALTH SERVICES

B

:‘:n,l
P

higy ¢ Nationa) Health Service (NHS) would remain broadly as now but a

]Er 1 i ’ .
Proportion of costs would be met from charges to patients. Existing

Chy

Tges _
5 for drugs, dental treatment and spectacles would be raised, and

ndeq
i O cover everyone (including children and old people), except those
tloge

2 Supplementary benefit level. A modest charge would be introduced

N oo : . 5
H”S"it? lting the general practitioner, and for hospital outpatient wvisits.
L ¥} in

Bawe
AT
HE

5 "
to rould depend on the scheme of charges adopted, but would be unlikely

Patients would also pay a modest charge (say L5 a day). Total

" EXegeg
£l bn g year, even with a drastic reduction in exemptions.

E‘E'QI-;p
Touy
% pond

) ?xDe ; ‘ : :
3ﬁg24 Mditure on the family practitioner services this year 18 expected to

bn, One-eighth of which (£300 m) will be recovered in charges. There

Nop .
Uppy, CharEeR for NHS hospital treatment, which will cost £8.8 bn this vyear.
< and for all
"'-'~:'nhe

services is expected to increase steadily, partly because the
r o )
RiTH .Gf the very elderly will increase up to 1990; and the cost of the NHS

in 4 R

Bddyy feal termg because it is labour intensive and because scientific
QI]L’_\E ].E

Mgy, ad

d r ﬁf :

]‘:s.qt People covered by private insurance is growing but still represents

1 hﬂn
10 per cent of the population.

S to better but usually more expensive forms of treatment. The

§
.

I

Chan o
88en, fasing the proportion of costs recovered through NHS charges clearly
o 0 the
""311:3]]_13.

distinetion between NHS and private treatment; and the logical
i
“Etg; . of the process would be the abolition of NHS entitlement for

I
=1}
T R

g ox PeCtacles and dental treatment would no longer be provided under the
_ e
a5

|

o
sTOups qof patient. Under a variant of the proposal above, therefore,

Pt to limited exempt groups. The rest of the population would have to

F m‘i‘u‘g
te drrangements with the pharmacist, optician or dentist.
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Arguments in favour

4.

5.

i. The proposal leaves the basic structure of the NHS intact.

_ ; of M
ii. Patients and others would be more aware of the high costs ds
be discf&u"ﬂge ;

treatment; unnecessary use of the service would ct'ﬁi“g‘

ts (in
public opinion might act more powerfully to hold down NHS ¢0f

wage rates).
he growt! 3

gence !

Yo

: ' i
iii. Heavier NHS charges would, at least modestly, gtimulate ;
NHS»

Optio? B

private medical insurance and thus relieve pressure oOn the

could be seen as a preparatory move before full pr-iw.ratisahﬂﬂ (

Problems

s 25
i . ting CherE™ 7
i. To save substantial sums involves raising existing g fot
breaking unpopular ground in three areas =
. . in
drugs) on patients who are now exempt (eg children); charg!

the general practitioner; and for hospital treatment.

categories ©
ecessary
od (eg g

fi. It would cost money and staff to collect new
and to carry out means tests (a taper would be n
supplementary benefit level). Some of the staff involV

practitioners) would object strongly.

ili. People who genuinely needed treatment might be

seeking it.

ive As long as the poorest are exempted from charges:

charges would automatically increase the poverty trap T3

o
attractive for people to increase their earnings at the margl
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ANNEX E

PRIVATE HEALTH INSURANCE

By
3

The
f Working population would be obliged by law to obtain insurance 1o

Wep
tl
B he  costs of health care for themselves and their dependants.

r-1
Mmg
Woylg Would relate to the family's risks, not their means, and so the poor
ne
® help with meeting the costs. Either initially or later the scheme

411
be

Neeg €Xtended to cover the non-working population, who would obviously
Mich mope subsidy.

Jan'

Expe
ire Nditure on the NHS this year is some £11.7 bn. The main components
" S0me g9
o £2.1 bn (net of charges) for the family practitioner services (the
i
'H Provided by family doctors, dentists, opticians and chemists); and

S bn ¢

exp Or hospital and community health services. Demand for all services
2ot

1.;5_, ry IEd to increase steadily, partly because the number of the wvery

4 18
“*'h':m Neresing; and the cost of the NHS rises in real terms because it is

l‘J'Jte
g Nsive and because scientific advance leads to better but usually

EXpe
nsive forms of treatment.

4,

It wy
' ]
rm = 5 d be Prohibitively expensive to insure against the costs of long-

10
al care and so, as in all countries, the state would have to
Provide for certain types of patient (eg the mentally handi-

Ev i : 1
en so, it is estimated that the cost of basic medical cover for an

famj
Eal‘n ingg {mu}r of four would be about £600 a year. Those below average
; 1
“Hleng Nd possibly others) would need help with these costs and to the
f

that
‘51:1 this had to be channelled through payments rather than tax reliefs

Tha
H]I:l lpnﬂr"“ do not pay income tax), the public expenditure savings
) €ssened.

It is difficult to envisage a scheme which would reduce

EXper
'diture on the NHS by more than say a third (£4 bn).

CONFIDENTIAL




CONFIDENTIAL

)
Annex E (cont !

(g 400t

4. Within an insurance-based system, providers of health care jients 10
Slients

. 0
could be encouraged to set up companies to offer health caré t o g
xperience with

return for an annual subsecription. Limited American € o
hf-'lp to T

traif
Health Maintenance Organisations suggests that they may

costs.

Arpuments in favour

B vs of
{he @0%*

i« This proposal offers the prospect of a very large cut in

health care to the taxpayer.
a1ty
<ibilit]
Wy : . : : respor”

ii« The public would have its horizon of choice and of

greatly widened.
nsurers)

fii. Patients could (within the limits imposed by their o t0?
yould hav

around for health care, so that doctors and hospitals ! s
n busine

more responsive to patients' wishes if they wished to stay !

gin
iv. Although initially at least NHS hospitals could TEM :
they could h_

ownership, trading like nationalised industries,

sively privatised. This would give much more scopé

. locé
for wvariety in such matters as rates of pay reflecting

conditions.

Problems
B.

od for the u}‘c
ity tHE
rity
and possibly for the non-working population, for the majc s
ThjE w{}ﬂ]d :

i. Even though a free state service would be retain

would represent the abolition of the NHS.

controversial.

ii. There would be transitional problems in
companies to take on the risks before cash reserve

meet them.
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Annex E (cont 2)

ifi, : : : .
. While thig proposal would reduce the amount of public money spent on
ealth,

it would not reduce the community's spending on health care; on
e contrary it woud probably increase sharply. Some of this would be
“ONSUmers! preference for higher quality, shorter delays ete. But judging
Y overseag experience, the providers of health care would also take
“Vantage of the ever buoyant demand and of the inability of patients or

BE 4 )
Msurance companies to control costs, or in most cases to make

Inf L M
“rmal Judgments about the medical treatments on offer. Competition

it ; :
“een doctors and hospitals would be on quality more than price.

P"”ﬁding help for those unable to afford the insurance premiums
Md raise vast difficulties. All claimants (perhaps over half the adult
Population)

would have to be means-tested and even if the help were
Bradugteq

; on negative income tax lines, there would be a sharp
IleE]"lcE ®
ntive effect:

u increasing one's earnings, or moving into work from
nemph}""ﬂlﬁﬂt, W

ould become less attractive.

Patia : =T :

X lients would face extra complications (form-filling ete). Patients
T thesi 2 i3
o heir Insurers would need to be invoiced for treatment, and subsidies

g8 - 5
“Me king would need to be provided to a large part of the population.

It
Woy 5
1d also pe necessary to police the compulsory insurance system.
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CUTTING EDUCATION SPENDING

Py
|y

ﬂ'—lmspﬂnding on compulsary education for 5-16 year olds would be cut by
Bt s bn a yvear while every effort would be made to maintain essential
c.aﬁ{ﬂards

Ba o
~Eroung
;)

Eog : S
nG 3 3 = -1 - =
ton Mies should be possible across the range of school provision by

Ceq ; : r 1
oilg Wtratmg on the essentials and cutting out the peripheral. The process
Need

’ind 1
.rm i W 3
Pep Vol e Important outputs could be maintained at lower cost. Sinece T0

0 start from an analysis of what schooling is intented to achieve

EE]—lt ; s
U of expenditure represents teachers' salaries (£4 bn a year at

en i ] .
Pedhy .t Prices), it would be impossible to achieve a £1 bn reduction without
eng ¢

Dripy €acher numbers substantially. But the pupil/teacher ratio in both
Pring,

Wap = secondary schools has fallen dramatically since the end of World

I, : JEe
g he example in England between 1950-81 when it fell from 31 to 23 in

Prim, e
oft MY sector and from 22 to 17 in secondary schools. Although 1t 1s
.Q'n Elai
Eﬁutati{jn
HEpf g

Med that the pupil/teacher ratio is a measure of the "quality" of

the relationship between this ratio and academic student

.':lrm ! i -
"nce is far from straight-forward. At present the number of teachers
e

Toung 599

g Bng »000, and the LTPE projections imply a fall to around 440,000 by

o the decade, roughly in line with the fall in pupil numbers.

: Bl

3, “ents i Favour
I,

" would provide an opportunity to weed out the lower qualified and

B8y ; .

o Hat]Sf&ﬂtDI‘}r tEHChCI‘S, and achieve & more efficient tﬁﬂﬂhlnl-—_{ fﬂruel

N
t PoTted bY modern information technology to supplement class-room

'E'ELQ]-Li
g (eg cassette teaching, audio-visual aids, modular courses ete).

W IThE closure of wasteful poorly attended schools with small classes
d be Speeded up.
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iili. Sechools would be required to concentrate, par‘tic‘.ﬂﬁrl

level, on a "core" of academic and voecational subjects.

3 P ‘Ent}'
resources on other non-academic activities (unless on repaym

: Prot:ulem_g;_

4'

i. Some mechanism would be required for compelling lo

authorities to make the planned cuts, eg in teacher numberl ake OV
i L - r to

entail new powers of central control, with a fall-back powe

the funetions of LEAs.
ting this
’ ¥ ment

ii. There would be other formidable problems In imple

proposal. In particular -

i gbOVE
ac
- gee 3 u bé

a. Unless the curriculum were severely pruned WO
of who

schools could be left with a core of teachers each
required to teach a wide range of subjects.

gion+
. , ing profes
b. There would be major resistance from the teaching P

c¢. There would be considerable redundancy costs.

3 &
iii. There might be a significant fall in the owverall quality v
re not

provided by the State system, even if this fall W€
reflected in public examination results.

4 this co 4
iv. Pupils would have to work more on their own &0t = mora]e £

e
deleterious effects on classroom discipline and o0 - those
it might helP

achievement of the less able. On the other hand,

go on to higher education.
: e
L:.-I -

nll111'1ﬂtitii\g i
v. This approach is distinct from, and probably not -

charging approach discussed in Annex G.
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ANNEX G

Proposeg CHARGING FOR SCHOOLING
“‘--LL_"E_‘___

iy
Pﬂ!‘ents

chilgy able to afford it would be required to pay the cost of their
il

Pequ ® education, whether in the State system (where schools would be
ired to oh

Sthog] arge fees which covered their costs) or in competing private
0olg,

Sthog] It would still be compulsory to have children educated, normally at a
hool 4

nogmy ich  met statutory minimum educational standards. Those with
L ES

o low to afford to pay would either have fees rebated or

i;rﬂfﬂ!‘ab
¥} would be subsidised via some form of income support.

l:-\'.la(\:
, toungd
":i

; S’“‘hﬁﬂls
l'[:'emj_] tup .

Bop

@xpenditure this year is £7.4 bn, or 6} per cent of total public

oty Nearly all of this is spent by local authorities at their own
lom e X
* and it is about a third of their total current spending. The

T

a

I'I.E'E co
1948 St per pupil is about £950 a vear. Numbers ~f pupils will decline to

ok

angd |
Belyy, €nce spending is projected to fall (but less than proportionately).

ation

"t N In maintas : 3 : : :

With .. Mmaintained schools will remain one of the largest social services,
pm‘ﬁ'ate_SEctDr

Pep cent education for compulsory school-age pupils (at present 5
=14 mf

all such pupils) remaining small.

A g
Echa
88 s e for issuing wvouchers to parents is sometimes suggested, as a
y “Adicg)
— Woug
Make ; ; : ;
e ke it cheaper to send children to private schools if vouchers had

My

Eah] . . s

'h’}'ehdit Ole "face walue™. But it would do nothing to reduce public
ra 3

A b unless as an adjunct to charging with vouchers covering less

&
K fuy costs.

L

--I:-Jll .

ot “Sement fop

“Hon hep P
i ‘E.

alternative to charging. It could help to promote wider choice,

Indeed there would he increased expenditure to meet any

rivate education. Hence it is not put forward as an

"I'll"'h
B
;\L-.r_l_-'ﬁ Nte i nF
. W

i,

The ancy
Tah SAVIng could be as large as £3-4 bn, depending on the scale or

Atin
€ &nd whether it counted as public expenditure.
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Annex G (cont 1)

I-u-i]'

: on for
ii. Parents who wanted to secure a higher-quality educat’ cnoppinf

children, and were prepared to spend more, could do 89

o . : : ols
around within the State sector or by going to private scho 4

would no longer be contributing to the cost of State schooling ¥

and local taxation). As real incomes rise, it

. : ent
resources to go into education to the extent that PaF
purchase more and better .schooling for their children.
Fl ] “re ﬂﬂ
iii. State schools would need to become more cgmpetlﬂ :
conscious, and to pay more attention to parents' conce

results, vocationally relevant courses, ete).

Problems

Jds
ive P

| t
i. There would be formidable political and administré 1 edun-ﬂ1L
ca
Some mechanism would be needed for compelling i~
s - i n
authorities to charge "adequate" fees, which would entail

central control and if necessary take-over.
in

. an
. 1t"|r: "
ences in qualits gommeé

REERE b
ply st

ii. Cost differences do not only reflect differ

: o : er C
particular schools in inner city areas tend to have high

pba
form of ecentral government equalisation grant would PT

needed to offset this.

iii. Students taking A-level courses in further educ

ixth-fo
also be required to pay fees (to match the treatment of B y

n
hU- 14
schools). This would increase the diserimination between : d tho"

: : e oy ances
education colleges undergoing training (on training alloWwd

on "school equivalent" courses (paying fees).

s 0
. e » e : ple I
ive. There would be a wholesale redistribution of disposé

paying parents to tax-paying non-parents. One way to
be to raise child benefit to cover (standard) school fees:
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Annex G (cont 2)

defeans - .
*8t the main object of reducing public expenditure and taxation. An

alt : .
®rative would be to re-introduce child tax allowance, but this would be

ghg
rply regressive, helping only parents with taxable incomes.

A

Given that fees would need to be rebated for parents with low family

ih{:n : :
Mes, this would inevitably mean high marginal "tax" rates at the

Pottom of tpe scale, with bad effects on poverty trap and in-work/out-of-

T:::at:linﬂta-—ntives. Hence a form of graduated incmnet support, r_-_n

Rﬂhem:E Income tax" lines, would be preferable - but prewvious .Lﬂx eredit

i r‘ hfi‘fe been extremely costly, and the basic disincentive effect
®main, however distributed up the income scale.

"+ Since childiren could not be refused schooling, the business of

“ollectin f $olE 3 .
£ fees would be difficult and administratively expensive.
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CHARGING FOR HIGHER EDUCATION

.:lﬂ

4
iy Significant saving could be achieved by charging degree students at
Vep

"Sities ete for their degree courses. The size of this saving would
ben
-I 4 on the amount of State assistance it was decided to make available to

u B ®ducation students; but £1 bn a year could be saved by charging the
c
%t of degree courses, while still providing assistance in the form of
*-I"v-'.}l&]:-qh_lp
Sagt

n
Gepe Umber of students who could be assisted for the same cost would

5 and/or State-guaranteed loans to, say, 300,000 students (the

Pend
% ON the way this assistance was distributed as between scholarships and
ng),

“roung
{.D

& Present projections, there will be about 450,000 students in higher
“eat

"Tovig g 1985-86 of whom 35,000 will be from overseas. The cost of

ng e Courses to these students varies considerably as between the arts

. QEHEES but

ah the average cost (at 1980-81 prices) of a university course
l:".:'-q‘r_ §

'\.
[\

*%000 per year and that of a polytechnic is £3,000. At present, all

Sg
“Sisted institutions of higher education charge all United Kingdom

T‘l

" Students the same fees, (£480); these are met by a grant of £480

th

Brany e authority. The rest of the cost is met by central government
]

'lrt‘u; i Universities (£1,263 million in 1982-83) and to other advanced

.,""-

e Sducation institutions (£538 m); although some of this expenditure is
Search,

|

r"dE . - - - ®
"oy " this Proposal, universities and other higher education institutions

Teeej
oy e Ve no funds direct from government (except for research) but
fur

indg 'ded entirely through student fees, plus any outside endowment
they could raige,
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Annex H (cont %

gsent

. r
for replacin® pntec-d

8
Hrith Stﬂ-te I?'.LJ'!::[.r Gl]'-j
e two gchemes ©

4. This proposal is distinet from the scheme
maintenance grants, for students' living expenses,
loans, which would only save some £200 m a year. But th

e
: . e 'ntﬁﬂﬂnc
be combined, by offering loans to cover both tuition costs and mal

Arpuments in Favour

Ja

i. Charging full cost fees would increase the pressure on ;
: : o
higher education to recruit students and add the dimension

ore
; d make ther X
money" to decisions about higher education. This woul more

5
well 8 ,
o (hel?

),

responsive to the demands of potential consumers, o
quality

conscious of the need to econtrol costs and to improve L yrses
i)

o rc
"products" (eg it might encourage the development of two~ye®

_FI
nt
amﬂu
a smaller thief

e full value :

gn
ncourage stud

ii. More vcompetition between students, for
Government aid, should lead them to appreciate th s 1€
courses and to take them more seriously. It would €

seek financial support from non-governmental sources (eg e
=11 '
pal‘t

find ways of supporting themselves eg by working d
fbetweﬂﬂ

vacations, before going to university, during years—ﬂf

vears ete.

institutions

ifi. It would encourage closer links between
g WO

; , : itie
education and industry and commerce. The universitl
ustry

ined ma?
who wolt

make greater efforts to seek financial support from ind

would want to safeguard their share of the supply of \8
nts

They could do this by providing scholarships to able Stuae od peI‘i

. . i ; : imit
required to work for their "supporting" firms for 2 lim

having received their degrees.
o
d 9
nds an

ot meet dem& tgﬂﬂh“!éd

cut back

iv. To the extent that universities ete did n nﬂ

finance for themselves, they would need toO

resources, and student numbers would fall.
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Annex H (cont 2)

L :
This proposal would attract fierce opposition from the academic

COMmun:
Unity, as giving rise to fluctuating demands and making planning

Mpossib)e,
i
A R T . ;
e the effect of this proposal were to be a gignificant reduction in
al
tha Student numbers, this could mean a less qualified work force. But
"y :'lng for degree courses could lead to more students choosing
L uS = N
tri&n}"!‘elevant” courses or more mid-career study and this should

Hiya b
Bnafin ! .
neficial effects on economic performance.

:Zt T:zze who did not qualify for any form of State assistance and did
i fﬁ:gE{E tul secure support from industry ,Dr nT:her private sources
inﬂlm&d}e a bill of at least £12,000 (or more if maintenance costs were

for a 3-year degree course. The burden of servicing and

Payip
hi B off a Joan of this scale would be a considerable disincentive 1o

Be :

v Cause higher education is effectively a life-long investment, those
0 :

lﬂng PTOW to finance it would wish to be able to repay their {oat oA
Periods, There could be difficulty in developing a private sector

ﬂ'law-k
1 Et
for such long-term student loans.

A
L] II'E']:-I_E
i Proposal might encourage many students to seek higher
atic} i m - a a - "
N in those EEC countries in which fees are subsidised, with some

Tesult
n 3
E Permanent loss of 'I'Ll'g]'ﬂy gkilled manpower.

Vi
[ JI!!I.S i
S a
Clence and technology courses are likely to be wvery much more

i

:::wfer:han arts ones (unless the universities decide to subsidise the
irtg Quumm fees earned from the latter), students might consider the
&ﬂﬁ“ﬂncﬁm' es better "value for money" in terms of potential career
m nent, and it might be difficult to attract enough students to the

Hogt @ T
Pensive courses such as medicine.
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ANNEX J

CUTTING THE REAL VALUE OF SOCIAL SECURITY BENEFITS

PTED@EF]_]_
i
] © Present laws which require most benefits to be inereased annually by
Eag : 2 :
e, t ag Much as prices would be repealed. New legislation -:muld me&g
_ benefits into line with the present arrangements for child benefit:
Oraty 3
o M8 would become a matter of discretion for the Secretary of State who
ol
“tempt o preserve their real purchasing power but only as far as

"onom

Doy ¢ Circumstances permit. If desired the Government could take the
“luni

8o ty during the first year of operation of the new legislation to uprate
e oy all 1

Clity .

2 In aoLs i , :

Ne the real vglue of benefits. The bolder these initial cuts were the less

td ¢
Inflgy fere would be in future years to hold down upratings below the level of
Dt

enefits by amounts which would effect substantial, once-for-all

B

8.2
E .-.':.-‘{H]“'ﬂund

Sl::ﬂ " -
(28 - Bemﬁt‘.'f expenditure in the current year is estimated at £32 bn,
" Pep ¥
Ll T STt At total expenditure). In the three years 1o 1981-82 social
Mse o €Xpenditure rose by 74 per cent, whilst public expenditure in total
B Per cent; but the disproportionate increase was in large part due

ey f‘- Fise in the number of unemployed receiving benefit. At .present most

Elitg : : ;
372 MUSt by law be increased annually at least in line with prices. Since

vt - ,
Whije basic retirement pension has risen by 28 per cent in real terms
" Teg)
Y thig

vy

National disposable income has risen by some 10 per cent. (Nearly

.‘J 5 .
°TY large improvement in the value of the pension occurred before

I\- -
¥ 19y e Purpose of illustration, this option would yield some £3 bn a year
..'{]__' : ¥ L I :
; Mt 8 10 per cent reduction in the LTPE projections 1s assumed.
ffect
o,
Il‘l.l'-}wl.'

on the peal value of benefits depends on future economic

n TR . . =
°¢:  On the poor performance case - where the LTPE projections

that pe

i nefits would be maintained in real terms - benefits in 1990-91
210 ver

cent below their current level in real terms. On the improved
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ANNEX J

economic performance case - where the LTPE projections
cent per annum real improvement in social security expendit
real value of benefits and coverage - benefits in 1990-91 WO

only a little below their existing real value.

Arguments in Favour

4.

i The real increases in benefit rates during the 19708

very large extra burden on the tax payer and those

menting the proposal could produce very Ilarge savings

assumed @

ure ie ]"':

(cont 1)

PE"T'

creﬂh*

uld perd A

'Eﬂ 1.‘.!}]’“'

| the
expenditure and lighten the burden on employers and

ch 1 peEk

population. In relation to the 1982 uprating ea
reduction would have saved about £0.3 bn in public €
this being reflected in a reduction in the employer’'

National Insurance Fund.

{i. The reduction in the real value of benefits for tho
would increase incentives to work and increase the attr

jobs.

iii. There would be a consequential saving on public S€ ;
; el mp
pensions (eg those for ecivil servants, local goverﬂm@m i
staff, the armed forces). This is because increases in the
in the state ’

se O

pensions are statutorily linked to increases
pension. A 10 per cent reduction in the value of thes

pensions would yield about £300 m a year.

Problems

5.
i. Cutting the real value of benefits would be un
relation to the benefits for pensioners where the 1

P . '{Jﬂ‘ﬁ
made. Pensioners would receive a lower share of the natl
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ANNEX J (cont 2)

they
L do now , at least until the benefits of the new pension scheme
Q':Im 5 : P
e € significant (after 1990):; this would contrast starkly with what
4] our t £
once provided (upratings based on higher prices or earnings).
i o
ere would be an increase in real poverty and current problems of

Ebeig) 3
deprivation would be worsened (crime, poor care of children,

1
‘Unegg
from cold homes and poor nutrition ete).
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ANNEX K

Prn

Ly

LTpe ; : -
t % Projections assumed that defence spending would increase in volume

&
*mg 1
thep ;'r J per cent a year from 1982-83 until 1988-89, with 1 per cent a year
“Teaftan

Mipn The United Kingdom commitment to the 3 per cent gprowth target
TEntly
i rua

i ns only to 1985-86. The proposal is to maintain the 1985-86 level
-~ fen) _
LTop terms, which would save about £1} bn a year by 1990-91 as against

Internal forward planning in the Ministry of Defence currently

B.S&um
eg : .
0 growth in the defence budpget after 1985-86. Hence this option

*Oulg be

achi ; e e :
Dlaflneﬂ chieved ejther by providing for no additions to spending at present

But the present planning assumption is deliberately

* 10 allow for gome flexibility, so it does not follow that the option
Achieved without affecting military capabilities.

%

31'.~1m L:mzzh::m and diplomatic difficulties of this option would be red\{ced if

% Mgt S Persuaded to reduce the 3 per cent target to a level which all

ber countries could realistically be expected to achieve.

Bag

g ound

r The

r GRS .

" 8pe Present defence base-line is uncertain, in relation both to the level
“Pen

aBf

ding 4
Bft. in
5 erath Gf th X ; '
n thig e Falkland conflict. But defence spending cannot be ignored

1982-83 and to any revisions of plans in the immediate

It now accounts for about 12 per cent of total public

n ]
tup .
g 2 Programmes, and on the basis of the LTPE assumptions (including

HEEU .
m :
Plion that defence prices rise 2 per cent faster than prices

.Enﬁrﬁl] _
dogy, 70 it wil

account for 15 per cent in 1990-91. On these projections,
3

M cost Tesponsible for more than a third of the total expenditure increase

. e

Hmﬁl‘um Tms) from 1982-83 to 1990-91 - a much larger share than any other

e me -

;11.

iva though a different base year, or a different assumption about

» Would give different results.
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Arpuments in Favour

4.,

P : ; : t
is very likely to be found unsustainable, so that drastic cu
be made. It would be more sensible to plan from the

sustainable rate of defence spending, as in the pr‘ﬂpﬂﬁm'

ii. In the past a number of other countries have fail

target (even among those with GDP growth rates higherl
] tive

Kingdom), and after 1980 (the last year for which compars

t'
available) their performance is likely to continue to fall shor

than t

iii. The lower expenditure path would be feasible.

line with the forward planning now being undertaken 1
this deliberately leaves room for flexibility - paré
British industry could still be higher than it is today (£6-7 o7

ould free sc@

iv. A lower rate of spend on defence R & D w | R .

in civi
(high-quality scientists and engineers) for employment 1R E

Problems

e

i SR s : an
i« There would be paolitical problems, international

: : Kin
changing course after 1985-86. Last year the United

: jtment
the NATO Ministerial Guidance extending the com® ¢ lesse
ce spending. L

gdom SUP
' t

Present political pressures are for more defen

doet as Eﬁﬂ
ii. The absence of real growth in the defence Du get
jo
& . v . 3 ﬂt'l w
increase in complexity and cost of major equipme

reduction in United Kingdom military capabilities.
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