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I. Main Points

fhe Prices BI11l seeks to increamse the financial limit on
food subeidy spending to £1700 million. Our Amendment attempis
to limit this to £1000 million dupring the same period:

Bill smendment
Limit te 1977 1700m 1000m
Spent 1974/5 5150 515n
Availeble for i
Expenditure ta 1977 11850 485m

Public Expenditure .
The aaving in Public Expenditure (at 1974 prices) resulting

from our Amendment cen be exprasssd sa follows:

Government Progreamme Amendment Bavin
{PubTlic Fxpenditure Survey) Frogremme Resg%i@ frem
our Amendmen

1975/6 488 325 163
1976/7 420 160 260
1977/8 360 - 360
1978/9 300 - 300
1979/80 240 (projected) - 240
Total 1808 485 1323

Family Budgeta
The effect of our hmendment, over and above the small red-
uetions planned by the Government in the Public BExpenditure




survey and to which Shirley Williams hae committed herself in the
Second Reading Debate would be to reduce ths proposed level of
benafit by 33 per cent in 1975/6 and by 50 per cent of the
remainder in the following twe years.

Thie would represent a reduction of approximately 26p per
week psr family or 6,5p per week per persen in each of the fin-
ancial years 1975/6, 1976/T, 1971/8 and would lead to an increase
of % per cent in the Retail Prioe Index in each of thease.

¥et Saving
*
Taking into account an Incresase in soclal security benefite
to compensate for the redustion In benefit from food subsidies,

net savings would be:

Amendment Qost of Incrsase Overall
Baving ) Saving

1975/6 163 54 109
1976/ 1 260 107 153
1977/8 360 160 200
1978/% 300 160 140
1979/80 240 160 80
Totael 1323 641 682

II PACKGROUND
Ourrent and Puture Expenditure on Subgidiss

Milk and butter were subsidised under the laat Conservative
government st & sost of about £140 million per snnum, Labour

have increased the subsidies on these items and have also

*

Estimate® of cost of Compensation Bensfita given in Written.
Anawer (Hansaerd Gol., 536), Inoludes Family Allowances, ¥ig
Retirement Pensions and Supplementary Fenglona, *




-3 -

provided subsidies on bread, cheese, household flour end tes.,
In a full year the cost would have been £580 million b_u'b since

a number of subsidies were not introdwced until late in the
year the actual cost in 1974/5 will be £515 million, This means
that the Govermment has £185 millicn left over frem the funds
provided by the Prices Act and is now seeking power to apend

a sum tetal of £1185 million.

The Public Fxpenditure Survey.

Mhe Government secemsa almost certein to spend the whole of
4hie san in the next two yeers, The Public Bxpenditure White
Paper reveals the Government's intentlon to seals eubsidies
very gradually down. DBut 1t scems likely that inflation will
cause the cost in money terms to stay very much the same until
st least 1977. Oolumn I in the table below shows the figures
given in the Survey, which are at 1974 prices. Colum II gives
the cost in money terms, assuming optimistic rates of inflation
of 10 per cent and 15 per cent, Mre. Williams appeared o
indieate in Committee that her Deparytment was working on the

basia of rather optimistic foreccasts of thie order.

Timetable for Phesing—out Subsidles in the

FPublic Expenditure Survey

1974 Prioeg ‘Honex Terma o
3 inflation 15% inflation
1975/6 488 536 561
1976/7 420 504 546
1977/8 360 468 5e2
'E;t%BSDSt 1808 2288 2529

Apsuming that the Government continmues to reducs subsidies
gt the same rate, that fs by between £40 and £60 million avery
year, they will not be phased out entirely until 1983784,
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Proposed Censervative Amendment

We would try to impose an absolute ceiling for expenditure
on subsidies up to 1977 of £1000 millicen, This would mean that
there would be £485 millton as opposed to £1165 willion in the
BIll availeble for aubsidies in the next two years, We weuld
waks it clear that after that date we would support no further

expenditure whataoaver.,

A% present subsidies save the everage family 85p a waelk,
CGolumn 1 in the table below showe the savings in fortheoming
years if the Government sticks 4o ita policy as outlined in
the Expenditure Survey. Column 2 phows the savings that would
be achieved if our Amendmant was adopted, assuming that, of
the £485 million that would be aveilable to the Government, £325
zillion weuld bte spent in 1975/76 and £160 million in 1976/77.

Sevinges to the Average Family

I )

Bavings (at ¢
ricas &

by our Amendment.

Per Pamily Per Person
1975/6 79p 20p 52p 13p

1976/7 69p 17p 2Tp P
1977/8 59p 15p - -

Rlthough any possible relevance of food subsidies to the
needs of people when they were firet Introduced would have van—
ished during the Government's phesing=-cut period, a big expend-
iture cbligation would nevertheless romain,

The phaeing——.out Luplied fby our Amendment conld take place
to ghow a substantial saving in Public Expenditure snd still
be broadly in line with our ¥enlfesto comulitment. The commitment
in the proposed Amendment to continued but sharply curtailed eXpP-—

erditure on subsidies for a Jimised -
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4he ohance of political damage caused by opposing a policy
which may/Bfesumed o have had some popularity with the elec—

torate,

Wevertheless our case woudd Be strengthened if we were to }I

commit ourselvee in principle but not in detail to providing |
those in genuine need with the same level of financizl assist- i
ance as they at present obtain from subsidies. This could

be done relatively inexpensively and shew & gubstantiel saving
in Public Expenditure. One of the ways this could be dong ia

illustrated in the following Written Answer:-

fijr, Michael Latham aeked the Seoretery of State for
Social Bervices whet would be the net cost to public funds,
after recaipt of tax, of reising family allowances, famlly income
supplement, retirement pensions and supplementery pemsions by
a sufficient amount to compensate the recipients fully for the
total abolitlon of food subsidies; and how this net expenditure
would compare with the proposed £1700 million ceiling for food
pubaldiea in the next financial year,

"Hr., O'Malley: Expenditure on food subsidies in 1975-76
is expected to be of the order of £550 million, which togather
with expenditure in the curreat year will be well within the
limit of £1200 million propoged in the Priccs Bi11l for the
period up tec 1st April 1976. The precise value of food subsidies
varies according to circumstAncea but averages about 223D a

week per person, or 25p & week per retirament pensioner. To
increase the benefits mentloned by these mmounta respectlvely
would cost something like £190 millien & year, or £160 million
after allowing for income tax recelpts. Corresponding increases
to cther soclal security benefits would substantially lncrease
the ¢ogt. But to compare these figures with eech other would

be migleading, since the extent to whioh these benefits may be
increesad dependa on & wide varlety of other factors, including
the movement of prices generally snd other developments affecting
gross and net incowes"™, {Hansard col. 638),

c_:iroula‘:ed. by the GOI_LEIS?VR‘tiYG Central 0fflce
ird March 1975 '




