Mr. Stowe
Mr. Wolfson
Mr. Hoskyn

PRIME MINISTER

Public Expenditure

Attached are two papers which the Chief Secretary wishes
to circulate for Thursday's Cabinet.

There are three points on the main paper (Flag A) which
I think you may want to consider:

x e There is no discussion of what should be the

overall level of public expenditure cuts, and no decision

is asked for on what should be the cuts objective. There

is merely a reference in paragraph 4 to the '"broad objective
stated in Opposition of bringing expenditure back to the
18077/78 level". Mr, Biffen, in his covering note, implies
that it will not be possible to take a firm view of the
total level of cuts until he has considered the options

for individual programmes. There is certainly something

in this approach. On the other hand, it might concentrate
the minds of spending Ministers if Cabinet were to come

to a firm view right away that public expenditure in 1982/83
is to be cut by some minimum figure.

13, The formula in paragraph 6 for the putting forward of

cuts options is not accompanied by any estimate of what

this would produce if all the options were accepted. The

Treasury tell me that it would in fact fall €2 billion short
ﬁ

of meeting the objective of getting public expenditure back

to 1977/78 levels. I1If we are to take the latter as our

minimum objective, it seems to me that the formula is totally

useless. It must surely at least produce enough to achieve

/that











































£ million, 1978 Survey priooi-

Programme

Changes proposed on Cmnd 7439

1980

81

| 1981
| - 82

1982
- 83

L 28

Social Security

Uprating

Unemployment benefit

Siclness benefit (administration)
Offset by:-

Christmas bonus

Disabled

Earnings rule

Total

PSA (including work done for
all Departments)

|

=250

Indexing long-term - benefits to prices
rather than to earnings

Increase the waiting period from 3 to
5 days

Administrative saving from requiring
employers to pay the first 4-6 weeks
of sickness benefit

Gradual abolition




£ million, 1978 Survey prices .

Changes proposed on Cmnd 7439

1980

- 81 - 82 - 83

0

Comment

Housing

Rent subsidies
Option Mortgages

Sale of homes net of
associated lending

Housebuilding

Total

Education

Current expenditure on:-
Primarywschools
Secondary schools
Meals
Transport
Schools Council
Assisted places scheme

Total

l;
|

1981 | 1982
|
|
|

)Expenditure per pupil to stay at present
glevel, plus a further reduction in
auxiliary staff

-

agreed for final year only




£ million, 1978 Survey prices"

Changes proposed on Cmnd 7439
1980 | 1981 1982
- 81 =82 | - 83

Comment

Other LA expenditure

LA administration

Local charges

Urban programme

Sales of land and other assets
Community Land Act

Total

Northern Ireland

‘Total

|
|

Never discussed at shadow Ministerial
level - broad equivalent of above GB
figures according to usual percentage of
comparable programmes.






