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The Policy Unit suggested to you recently that it would be useful,

PUBLIC EXPENDITURE REVIEW

-~
before the start of the PES round, to identify areas where 8~ Lt

public expenditure might be saved. The Policy Unit have had Uxer .

talks with the Treasury which have generated the proposals in Lbuu
the Chief Secretary's minute. In addition to these five subjects,

a review of agriculture has already been put in hand and work is/,

continuing on control of Community expenditure (attribution anuo

and non-additionality). One area not covered by the Chief /a.s
Secretary, but which the Policy Unit wish to pursue, is o.qb57 -
industrial support from INMOS through to British Leyland. Cﬂﬂl¢ﬁ/ o
TEEET;EEI#EE_ﬁreparing a” further note on this. AG\

The way forward on each of the Treasury's suggestions appears
to be:

(i) Urban Programme: you should minute the Secretary

of State for the Environment, using Treasury-
) —_—
- - . J
provided draft. i CM(YOMA__" P ‘ V‘:__ﬂ"ﬁ .
——
Defence Equipment: paper to be commissioned at

next meeting of OD. b&é ‘v_g—

Family Practitioner Service and Social Security

Benefits: Chief Secretar§‘to approach Mr. Fowler,

to set up joint work by their officials.

Territorial ogrammes: I believe that Michael
Scholar mentionéSZEO you recently. The Treasury
have done a great deal of work which points to

the conclusion that spending, in relation to '"needs",
in Scotland and Northern Ireland is substantially
higher than in England and Wales. Before
approaching the Ministers responsible, you may

—_————

want to look at a note by the Treasury setting

—
out the prosecution case. han F
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Agree to proceed in this oy
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easury shielves work on

ic spending study

Y MAX WILKINSON, ECONOMICS COF.RESPONDENT‘

[E TREASURY has shelved
ins to publish a2 strategy docu-
‘nt on public spending early
is year because of anxiefies
oressed by senior ministers.”

Mr Nigel Lawson, Chancellor

the Exchequer, said Jlast
immer that he wanted 1o pro-

:0le a debate about public
-rnumg pm“remmes aover the

10 vears.

("'r.e ol
ince the nﬂtirrn that puuiic
wpending could not be allowed
0 Tise nearly as fast as it had
jone in most of the post-war
seriod if the Government were
to stick 1o .its anti-infi«lon
sirategy and reduce faxes.

He set the Treasury, in con-
HJImtion with spending depart-
ments, to work ocut detailed pro-
jections for public - spending,
particularly in the seclors of
hezlth, education, dofmce and
sorial security.

Bw late autumn. the work was
Tunning into difficulties about
the future shape of the welfare
stafe and Britzin's defence com-
mitments for the next 10 vears.

Treasury officials found they
could not make ible pro-
Jections without gome decisi
in vrincivle from the hig
politicz] Jevel.
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Another hot political question
is whether pensioners and the
unemploved c¢an expect their
benefits 1o be fully protected
against infiation beyond the life
of this parliament.

A recent study by the Paris-
based Or"dmsa!mn e IOr
Economic ~ Co-operation _ and

Development has suggested that
social benefits will need to be
.";* in most countries if public
under

2ending is to

t.uu trol.

However,  in d;acutsmns
towards the end of last vear
Cabinet ministers showed reluc-
tance to take contrdversial or
unpalatable decisions on such
questions for periods -which
seem remote in political terms.

The Prime Minister is known
to be anxious that the Govern-
ment should avoid the political
controversy which surrounded
the Treasury's last Jong-term
public spending exercise, ex-
tensively lezked at the time of
the last election. -

This study suggested that
radical decisions would  be
needed to curb the growth of
many spending programmes.

The Treasury also s suggested
in a commentary on 111(- study
that former pled; ges, like the
present commitment to protect
]"n ons 2gainst mf]aunn

hould be allowed to expire.

I| hzg *1]-&(3 been sugegested

Sury's assumptions

yessible rates of cconomice

2nd Covernment
nay have been unduly

stay

er‘ies (the independent

“ think tank ™ for tax matiers)
has calculated, for exazmple,
that if the economy grows at
an average rate of 13 per cent
a year, public spending will re- 4
main at about the present pro-
portion of national output with-
out any radical surgrr\ bring |
needed.

In formulating its new -:iudv
on spending, the Treasury hds‘]
run up against a -problem of-
presentafion. . It believes the
consequences - of  very Jow
growth, perhdps i per cent to!
i per.cent a year, m‘ed 10 be.
examined.

But it !’pdrq pran’Ll}(mS bastd .
on.such “pessimistic” assump-
tions might be viewed as under-
mining confidence in the
Government's strategy for pro-
moting a “sustainable economie
recovery.” =

Ministers will not be anxious
to put their names 1o hypotheti-
cal spending cuts which might
nol beé necessary.

There are, in dddltmn dif-
ferences in the Cabinet _bcm cen
ministers like Mr John Biffen, |
Leader of the House, who does
not want to see a radical attack
on the welfare state, and other
ministers who would like to see
a much more “self help” society
with Jower public spending and
lower faxes,

The Treasury has put its work
on long-erm public spending
on the shelf and the idea of a
Green Pazper on the subject,
meofed in the carly un,

@ppears to have bLeen firmly
ruled oul for now.
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