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PRIME MINISTER

CBI REPORT ON GOVERNMENT EXPENDITURE

Raymond Pennock invited me to pass on to you the CBI's

rt (published yesterday) on ways of reducing Government

current expenditure. My office sent yours a copy yesterday.

2. The recommendations are ambitious, with a target of some
A s . St
£3 billion savings on public service manpower costs, from a
| :
range of suggestions totalling £4-5 billion. Rather over hal
e ——
the total arises on pay, bn which the CBI expound their judgement

- . p S ——— L = o = = i
that public service pay levels, far from having fallen behind
the private sector, have over the last decade as a whole gone
ahead, and on pensions, where they seek both limitation of
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inflation-proofing and higher employee contributions. I he

remaining savings would come from manpower economies, primarily

in the loecal authorities and National Health Service.
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Bia Much of the material in the Report is mﬂ/mew, and some
of the recommendations are already being adopted, attempted or
considered. But the CBI have put a good deal of effort into

the supporting evidence and arguments for their recommendations,
and I believe we should study the material seriously and make
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the maximum use of it.

4. The Chief Secretary is arranging, with colleagues primarily

concerned, to examine the Report in detail over the next few

e i oretthy TR R Raa et o e

/1 am copying this




I am copying this minute to the Chancellor of the Duchy

of Lancaster, and the Secretaries of State for the Environment,

Employment and Social Services.

(G.H.)
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10 DOWNING STREET

From the Private Secretary 18 September 1981
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The Prime Minister was grateful for the
Chancellor's minute of 17 September on the
CBI Report on Government expenditure. She has
noted that the Chief Secretary is arranging
to examine the Report in detail over the
next few weeks with colleagues primarily
concerned: she hopes that he will look especially
at what the Report has to say about manning
levels,

I am copying this letter to Jim Buckley
(Chancellor of the Duchy of Lancaster's Office),
David Edmonds (Department of the Environment),
Richard Dykes (Department of Employment) and
Don Brereton (Department of Health and Social
Security).

Peter Jenkins, Esq.,
H.M. Treasury.
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PRIME MINISTER

After reading John Sparrow's latest
letter, you asked whether the CBI analysis
on public spending had been drawn to the
£?€é£ti¢h of Departments and whether they are

———

taking heed.
—

The Chancellor has already written in
about this and has confirmed that the Chief
Secretary will be having discussions with

the main public spending Departments on the

CBI's proposals. 1 hé;é—pérticuiﬁrly asked

the Chief Secretary to bear in mind what the

CBI have to say about manpower.

21 September 1981




ce Mr- Wolfson YU—
Mr. Walters

. Mr. Hoskyns - O

MR. DUGUID

Thank you for your note of 16 September about
the CBI Report on'Government expenditure. I
do not think that the Prime Minister can really
get into questioning Government departments on
the CBI proposals: we have to leave this to
the 'Treasury. As you will see from the Chancellor
minute (copy attached), this is what the Treasury
will be doing - and the Prime Minister has
asked the Chief Secretary to look particularly

at manning levels.

18 September 1981
/
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MR. LANKESTER

CBI REPORT ON GOVERNMENT EXPENDITURE

On the whole, the CBI's report is a welcome source of outside
pressure and publicity for the case for tighter control over
the public sector. Of course, as the report acknowledges, the
Government does not directly control large chunks of the public
services where the CBI would like to see manpower reductions.
CBI highlight some interesting comparisons of costs and manning
between areas in the health service, the library service, local

authority planning departments, etec.

It seems to me that the report provides an opportunity for the
Prime Minister to ask relevant departments - principally CSD,
Environment, DHSS, DES - for a response to the CBI proposals.

Do you think this would be worth while?
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16 September 1981 ANDREW DUGUID
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sector.,” ‘This would include
cutling index-linked pensions
and reviewing incremental pay
Stales.
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“The experience of private
business shows that blunt instru-
ment approaches are the only
way in which the necessary
rapid reductions in manpower
and improvements in efficiency
can be effected,” says the report.

The report has been sent to
the Prime Minister and Cabinet
members, CBI members will be
urged to discuss with their local
councils how it can he imple-
mented. It will also be examined
by 45 regional liaison groups
set up in the past few years by
the CBI with local authorities,

Only two evenis clouded the
launch of the report vesterday
The first was the resignation two
months ago of Sir Leo Pliafzky,
former senior ¢ivil servant,
from the job of advisor to the
CBI working party, He said he
did not believe the CBI's
approach to cutting Government

spending was practical.

The second was a note of
reservation added by Mr Ter-
ence Higozins, Conservative MP
for Worthing, and a member of
the working party. He said he
believed that “further work”
should he done before pension
henefits were cut., He also
wanted the CBI to develap more
speeific policy proposals.

On economies the
CBI wants: more services con
tracted to outside companies;
more competitive tendering for
contracts: a clear deliniation
longerterm of  lIncally and
nationally determined local
counecil spending; more man-
acement cost information and
management auditing; more
detailed scrutiny of expendi-
ture: and the encouragement of
zero-hased budgeting.

In an appendix to the repnrt;
25 ideas are listed for savings
put forward by its individual
members which the CBI
helieves should be considered

Thev include rationalising the
employment manpower  and
training services of the Emplny-

geneial

ment

power

indus
{"-'?"'5‘

of M:

ic services cuts

Deparime

trial
I's SETV
anpower

dueed
of Defent

ceduy

simp

CRBI
Mey

regional
nl 1ZE]
Sentland

and 1

opme
n
thern

s

fif‘l'F

moembers

rer Or

feps

[rel

Another

“ hote

hospi
vear.

The |

vires
a4ny

local

tals to

R1

tn the

businessmen

pxper
ecnno

greater

port
Rer
nef
Prarty
ture
W1

1ence
mies

effici

r"le_ {
Pric

traming

ment

1C1e5

{0

wi

fn ASE

eney






