PRIME MINIST

PFUBLIC EXPENDITURE

You are seeing the Chancellor, Chief Secretary, Lord President,

Sir Robin Butler and Richard Wilson tomorrow afterncon to discuss
the state of play in the public expenditure negotiations. (This
meeting precedes your regular bilateral with the Chancellor, for

which a separate folder is in the box.)

There is no paper yet availabla for the meeting, but the Chancellor
may hand a note round when he arrives. The sort of points that
will be brought out in the note, andhwhat the Chancellor and Chief

Secretary have to say include:

on any basis there will be massive cash increases in the new

planning total: |

a significant "blip" in the general Government expenditure/GDP
; e —
ratesis also inevitable in 199%0-91;

and these pcutcomes will occur even if a series of tough

outcomes ls achieved for key programmes:
the main problem areas are:

Transport, where Mr. Parkinson's average annual bid i1s

—,
some £Z billion;
L e T T
Social security, where difficult decisions include
vhether to freeze child benefit again, whether to agree
Mr. Hewtnn‘s1bid for a substantial package for the
disabled, and whether to pursua the Treasury option B ﬁL—

reducing the period of unemployment benefit entitlement;

Defence, where Mr. King is seeking to reopen the I-year
deal and has a large bid for the new final year:

The Egﬁgprugrammes where, community charge apart,

Mr. Patten has very large bids;




Q93.5(  RESL HLS)
SECRET e
Orip~d A3he 1347 fefg 1919
=2 =5 Commt T i islw VS
—
DES, where Mr. MacGregor initially maintained all b
Mr. Baker's bids and is negotiating for them hard:

Health, where perhaps surprisingly the negotiations are
going quite well, although a sattlement has still to be
reached.

You will want to decide to what extent to give steers on any of
these programme=. What is clear is that, if the Star Chamber doas

have to meet it will face a very tough task. It is probably toco

soon however to think in terms of what specific remit it should

F———— ——

work to.

But it would be worth tomorrow having an initial discussion on who
the members of the Star Chamber might be should the group prove
necessary. “ tradition in the years up to 1985, the last year
there was a full Star Chamber exercise, was to have six members
{(plus the Chief Whip if he wished to attend), although in 1984 when
Mr. Tebbit had to withdraw after the Brighton bomb, the group
managed with juat five members. So, assuming the target is six

that means choosing four to add to the Lord President and the Chief

Secretary:

- ”I;;. Eidley has already settled, and I think the Treasury would
be keéﬂ_tn have him. I think that would be a very good
choice;

d

- war. Clarke is the only person around (apart from John
MacGregor) who has served on previous Star Chambers. 1In
garlier years he was a valuable member, deploving his cross-
examination technigues to excellent effect. S0, if the health

programme could be settled, he would also be a good choice;

there are only three Db”iﬂui,Fanﬂidﬁ§F5 for the remaining twa

places, namely Messrs. MacGregor, Fowler and Wakeham. Ideally
the Treasury would prefer the first two. But it may be
difficult to secure settlements with Mr. MacGregor, given his
remaining large bids, and Mr. Fowler, from whom the Treasury
are looking for large net savings.




You will also want to consider tomorrow what if anything should be

said in E(LG) on Wednesday and in Cabinet on Thursgay about the
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implications of the new community charge package +n other public
e ———

expenditure programmes. Does the Chancellor want to raise this in
- aerk

T

Cabinet on Thursday?
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