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M E N T A R Y 1. The Cabinet were i n f o r m e d of the bus iness to be taken i n 
5 the House of C o m m o n s i n the f o l l owing week. 

T H E C H A N C E L L O R O F T H E D U C H Y O F L A N C A S T E R s a i d that 
the Debate on the A d d r e s s would continue up to and i n c l u d i n g 
T h u r s d a y 27 N o v e m b e r . T h e cho ice of subjects f o r each day of 
the Debate was i n the hands of the Oppos i t i on , and they would not 
take a final d e c i s i o n u n t i l the meet ing of the Shadow Cabinet the 
f o l l owing day . O n the l a s t two days the Oppos i t i on would move 
amendments and t h e i r spokesmen would speak f i r s t . Opportunity 
would have to be found, e i ther by way of a separate statement o r , 
d u r i n g a M i n i s t e r i a l speech, for a number of m a j o r Government 
s tatements : by the C h a n c e l l o r of the E x c h e q u e r on pub l i c 
expenditure and the economy, by the S e c r e t a r y of State for the 
E n v i r o n m e n t on the pub l i ca t i on of the consultat ive documents 
conta in ing the G o v e r n m e n t ' s p r o p o s a l s f o r the 1981-82 R a t e Support 
G r a n t sett lement , i n c l u d i n g the proposed reduc t i on i n l o c a l author i ty 
hous ing subs id i e s , and by the S e c r e t a r y of State for E m p l o y m e n t on 
s p e c i a l employment m e a s u r e s . 

In d i s c u s s i o n the f o l l o w i n g . m a i n po ints were m a d e : 

a . It was u n d e s i r a b l e f or any statements to be made 
on Tuesday 25 November , when the pub l i ca t i on of the la tes t 
unemployment figures was expected to l e a d to a fierce 
Oppos i t i on attack on the Government ; the a l t e rnat ive of 
s e v e r a l statements on Monday 24 November , i n c l u d i n g one 
by the C h a n c e l l o r of the E x c h e q u e r , m i g h t be unavo idable . 

b. T h e statutory meet ing on the Rate Support G r a n t (RSG) 
< sett lement for 1981-82 had now been a r r a n g e d f o r 

16 D e c e m b e r . The S e c r e t a r y of State for the E n v i r o n m e n t 
had been adv i sed that he would be open to challenge i n the 
courts u n l e s s a reasonable p e r i o d , probab ly not l e s s than 
t h r e e weeks , was a l l owed between the pub l i ca t i on of the 
consultat ive documents and the statutory m e e t i n g . T h i s 
pointed towards a statement, fo l lowed by pub l i ca t i on , as 
e a r l y as p o s s i b l e i n the fo l l owing week. 

c . A n y statement on the p r o p o s a l s for the R S G 
sett lement by the S e c r e t a r y of State for the E n v i r o n m e n t 
would have to be accompanied by s i m i l a r statements by the 
S e c r e t a r i e s of State for Scot land and W a l e s . 
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d . B e c a u s e of i t s i m p l i c a t i o n s for. expenditure on 
education, i t would be p r e f e r a b l e f o r any statements on 
the R S G sett lement to be made before the S e c r e t a r y of State 
for E d u c a t i o n and Sc ience had to answer P a r l i a m e n t a r y 
Quest ions on Tuesday 25 N o v e m b e r ; f o r t h i s r e a s o n , and 
i n o r d e r to a v o i d a p r o l i f e r a t i o n of statements on R S G 
sett lements , i t was f o r c o n s i d e r a t i o n whether the 
G o v e r n m e n t ' s p r o p o s a l s i n t h i s a r e a could be i n c l u d e d i n 
the statement to be made by the C h a n c e l l o r of the E x c h e q u e r . 

e. If a sett lement of the p r i s o n o f f i c e r s ' d ispute was 
r e a c h e d i n t i m e , the Home S e c r e t a r y m i g h t w i s h to make a 
statement on Tuesday 25 N o v e m b e r . T h i s would not obviate 
the need for a M o t i o n on Wednesday 26 November to continue 
the ex i s t ing powers under the I m p r i s o n m e n t ( T e m p o r a r y 
P r o v i s i o n s ) A c t . fa 

f. T h e S c r u t i n y C o m m i t t e e had recommended s e v e r a l 
outstanding E u r o p e a n C o m m u n i t y documents on f i s h e r i e s 
p o l i c y for debate. I t would be p r e f e r a b l e i f t i m e cou ld be 
found f or a debate before the next C o u n c i l meet ing on 
f i s h e r i e s ; i t might be he ld after 10.00 p m d u r i n g the 
f o l l owing week. 

T H E P R I M E M I N I S T E R , s u m m i n g up the d i s c u s s i o n , sa id that the 
Cabinet agreed that i t would be u n d e s i r a b l e for any statements , 
o ther than one on the p r i s o n o f f i c e r s ' d ispute i f the H o m e S e c r e t a r y 
were i n a p o s i t i o n to m a k e i t , to be made on Tuesday 25 N o v e m b e r . 
T h e t i m i n g of other statements could not be sett led u n t i l the top ics 
for each day ' s debate on T h e Queen 's Speech were known, but i t 
seemed f r o m the C a b i n e t ' s d i s c u s s i o n that i t would be n e c e s s a r y 
f o r the C h a n c e l l o r of the E x c h e q u e r ' s statement on economic p o l i c y , 
announcements on the R S G sett lement for 1981-82 (it was f o r fur ther 
c ons idera t i on among the M i n i s t e r s concerned whether these 
announcements should be inc luded i n the C h a n c e l l o r of the 
E x c h e q u e r ' s statement o r made separate ly by the S e c r e t a r i e s of 
State for the E n v i r o n m e n t , Scot land and W a l e s ) , and the statement 
on s p e c i a l m e a s u r e s to d e a l w i t h unemployment to be made before 
the c o n c l u s i o n of the debate. T h e C h a n c e l l o r of the Duchy of 
L a n c a s t e r should a r r a n g e the p r e c i s e t i m i n g of these statements i n 
consul tat ion w i t h the C h i e f W h i p and the other M i n i s t e r s c oncerned . 

T h e Cabinet -

Invited the C h a n c e l l o r of the Duchy of L a n c a s t e r , i n 
consul tat ion w i t h the C h i e f Whip and other M i n i s t e r s 
concerned , to m a k e appropr ia te ar rangements for the 
n e c e s s a r y statements i n the House of Commons i n the 
f o l l owing week, and to r e p o r t the outcome to the 
P r i m e M i n i s t e r . 
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2. T H E P R I M E M I N I S T E R s a i d that the t a l k s which she and 
the F o r e i g n and Commonweal th S e c r e t a r y had had w i th the F e d e r a l 
C h a n c e l l o r and H e r r G e n s c h e r i n B o n n o n 16-17 November had gone 
w e l l . The C h a n c e l l o r had shown some concern about the L a b o u r 
P a r t y Conference d e c i s i o n to work for the w i t h d r a w a l of the 
U n i t e d K i n g d o m f r o m the E u r o p e a n C o m m u n i t y , but he had been 
l e f t i n no doubt about the G o v e r n m e n t ' s c o m m i t m e n t to E u r o p e . 
A s a r e s u l t of the t a l k s the way was now c l ear for both countr ies 
to go ahead i n E u r o p e on a bas i s of f r i e n d s h i p and c o - o p e r a t i o n . 

3. T H E M I N I S T E R O F A G R I C U L T U R E , F I S H E R I E S A N D F O O D 
s a i d that, f o l l owing a s e r i e s of b i l a t e r a l meet ings i n the m a r g i n s of 
the C o u n c i l of M i n i s t e r s ( F i s h e r i e s ) o n 17 N o v e m b e r , the best offer 
made for the United K i n g d o m quota share had been a P r e s i d e n c y 
p r o p o s a l of 35 .2 per cent of the t o ta l a l l owable catch of the seven 
m a i n spec ies , as against a C o m m i s s i o n p r o p o s a l of 32. 5 p e r cent. 
T h i s a l l o c a t i o n had been opposed by F r a n c e and D e n m a r k , but by 
the end of the C o u n c i l the Danes were v i r t u a l l y i s o l a t e d . 
D i s c u s s i o n would be r e s u m e d at a f u r t h e r C o u n c i l m e e t i n g i n the 
next week o r two, at wh i ch he hoped to s e c u r e an i m p r o v e m e n t i n 
the Uni ted K i n g d o m f i g u r e . Meanwhi le the i n d u s t r y were i n a 
bet ter m o o d and m a t t e r s were m o v i n g i n a d i r e c t i o n cons is tent 
w i th our nat iona l i n t e r e s t . 

The Cabinet 

Took note . 

IDENTIALITY 4. The C a b i n e t ' s d i s c u s s i o n i s r e c o r d e d s e p a r a t e l y . 
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5. The Cabinet continued t h e i r c ons idera t i on of a m e m o r a n d u m 
by the C h a n c e l l o r of the Exchequer and the C h i e f S e c r e t a r y , 
T r e a s u r y (C(80) 64) p r o p o s i n g changes i n p u b l i c expenditure 
p r o g r a m m e s ; they a l so had before them a fur ther m e m o r a n d u m 
by the C h a n c e l l o r o f the E x c h e q u e r (C(80) 72) whi ch d r e w together 
the r e s u l t s of d e c i s i o n s on p u b l i c expenditure , reached at the 
C a b i n e t ' s e a r l i e r meet ings , and t h e i r wider i m p l i c a t i o n s for the 
G o v e r n m e n t ' s e conomic s t ra tegy . 

T h e C a b i n e t ' s d i s c u s s i o n and the conc lus ions r e a c h e d a r e r e c o r d e d 
separa te ly . 

Cabinet Of f i ce 

19 November 1980 
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T H E S E C R E T A R Y O F S T A T E F O R S O C I A L S E R V I C E S d r e w 
attention to the repor ts of the Cabinet ' s d i s cuss i on of publ ic 
expenditure which had appeared i n a number of newspapers i n the 
fo l lowing days . These repor ts had g iven detai led accounts, with 
a considerable degree of a c curacy , of the v iews and posit ions of 
p a r t i c u l a r m e m b e r s of the Cabinet . M i n i s t e r s could contribute 
helpful ly to the sort of public expenditure exerc i se i n t r a i n and 
d i s cuss mat ters with the requis i te degree of frankness among 
themselves only i f they could be sure that the confidence of the i r 
proceedings would be respected . 

In d i s cuss i on i t was agreed that the d i s c l o s u r e s to which attention 
had been drawn, which inc luded d i r e c t quotations of what M i n i s t e r s 
had sa id , could only have come, d i r e c t l y o r i n d i r e c t l y , f r o m 
someone who was present for the d i s c u s s i o n . They were i n d i rec t 
contravention of the request made by the P r i m e M i n i s t e r at the end 
of the d i s c u s s i o n , when she had asked that comments to the P r e s s 
should be confined to the f o r m of words which the Cabinet had 
agreed. Such d i s c l o s u r e s ca l l ed i n question the confidence and 
loya l ty among colleagues that ought to subsist i n a Cabinet and was 
indispensable to the system of Cabinet government. When they 
inc luded deta i ls of proposals which the Cabinet i n the end decided 
not to adopt, they could se r i ous ly damage the Government ' s 
c r e d i b i l i t y . They had to stop. 

T H E P R I M E M I N I S T E R , summing up the d i s c u s s i o n , sa id that i t 
should serve as a r e m i n d e r of the need for the p r e s e r v a t i o n of 
confidence of proceedings i n the Cabinet , as a basis for the 
frankness and openness of d i s cuss i on and the l oya l ty among 
colleagues which were essent ia l to Cabinet government. She t rusted 
that a l l her colleagues would i n future observe the utmost d i s c re t i on , 
not only with the P r e s s but a lso i n the ir own departments and with 
jun ior M i n i s t e r s , about the proceedings of the Cabinet . If th is were 
not done, i t could become imposs ib l e to d i s cuss sensit ive matters 
i n Cabinet . 

1 



SECRET 

The Cabinet -

Took note, with approval , of the P r i m e M i n i s t e r ' s 
summing up of the i r d i s cuss i on . 

Cabinet Office 

20 November 1980 
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T h e Cabinet c o n s i d e r e d a m e m o r a n d u m by the C h a n c e l l o r of the 
E x c h e q u e i (C(80) 72), s u m m a r i s i n g the r e s u l t s of the dec i s ions on 
p u b l i c expenditure reached so f a r i n t h e i r d i s c u s s i o n s and t h e i r 
i m p l i c a t i o n s for the G o v e r n m e n t ' s economic s t rategy . They a l so 
c ons idered m e m o r a n d a by the C h a n c e l l o r of the E x c h e q u e r and the 
S e c r e t a r y of State for S o c i a l S e r v i c e s , c i r c u l a t e d at the meet ing , on 
p u b l i c expenditure on the s o c i a l s e c u r i t y and heal th p r o g r a m m e s . 

T H E C H A N C E L L O R O F T H E E X C H E Q U E R s a i d that, depending on 
the C a b i n e t ' s dec i s i ons on the outstanding p r o p o s a l s for reduct ions 
i n the defence, s o c i a l s e c u r i t y , hea l th and Sco t t i sh p r o g r a m m e s , 
the t o t a l of p lanned pub l i c expenditure i n 1981-82 would be between 
£77. 6 b i l l i o n and £78. 2 b i l l i o n at late 1979 p r i c e s . T h i s c ompared 
wi th the p lanning tota l of £76 .9 b i l l i o n i n the l a s t P u b l i c E x p e n d i t u r e 
Whi te P a p e r , C m n d 7841, which was s t ruck before t a k i n g c r e d i t for 
the E u r o p e a n C o m m u n i t y refunds of £0 . 7 b i l l i o n which had been 
agreed subsequently . 

T h e Cabinet then d i s c u s s e d the outstanding p r o p o s a l s for changes 
to i n d i v i d u a l p r o g r a m m e s . 

c e T H E P R I M E M I N I S T E R sa id that the S e c r e t a r y of State for Defence 
had now agreed wi th h e r and with the C h a n c e l l o r of the Exchequer 
that the Defence Budget f o r 1981-82 should be reduced by 
£200 m i l l i o n , subject to four condi t ions . T h e s e w e r e ; 

i . If the dec i s i ons taken by the Government i n the l i gh t 
of the recommendat ions of the A r m e d F o r c e s P a y R e v i e w 
Body enta i led a n i n c r e a s e i n the A r m e d F o r c e s ' pay b i l l 
beyond the 6 p e r cent which would be p r o v i d e d i n the defence 
cash l i m i t , the l i m i t would be i n c r e a s e d by the f u l l amount 
i n v o l v e d . 
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i i . The p r i c e s fac tor f or the cash l i m i t on defence 
budget expenditure other than pay would be 11 per cent, as 
i n other cash l i m i t s , but i n z ecognit ion of the s p e c i a l 
cons iderat ions af fect ing p r i c e i n c r e a s e s i n t h i s p r o g r a m m e 
the l i m i t would be subject to r e v i e w i n the l i gh t of changing 
c i r c u m s t a n c e s . 

i i i . T h e Government would c o n f i r m that i t adhered to 
i t s c ommitment to the N o r t h A t l a n t i c T r e a t y O r g a n i s a t i o n 
to i n c r e a s e defence spending i n r e a l t e r m s by 3 p e r cent a 
y e a r , economic c i r c u m s t a n c e s p e r m i t t i n g , and t r u s t e d that 
economic c i r c u m s t a n c e s would p e r m i t the U n i t e d K i n g d o m to 
r e s u m e t h i s r a t e of growth i n 1982-83 and l a t e r y e a r s . 

i v . In accordance wi th agreed cash l i m i t s p o l i c y , and 
wi th the t reatment of overspending on the defence c a s h l i m i t s 
i n 1978-79 and 1979-80, any overspend on the 1980-81 defence 
l i m i t would l e a d to a compensat ing deduct ion f r o m the l i m i t 
for 1981-82. 

T H E S E C R E T A R Y O F S T A T E F O R D E F E N C E s a i d that he accepted 
the cut proposed w i th r e l u c t a n c e , r e c o g n i s i n g that i n the l i g h t of 
p resent economic c i r c u m s t a n c e s the c o m m i t m e n t to a 3 p e r cent 
i n c r e a s e i n r e a l t e r m s could not be m e t . He had a l r e a d y made c l e a r 
to the Cabinet that reduct ions of the o r d e r proposed , c oming on top 
of h i s agreement to absorb next year any overspend on t h i s y e a r ' s 
cash l i m i t , would m a k e i t d i f f i cu l t to f u l f i l the G o v e r n m e n t ' s 
p r e s e n t defence c o m m i t m e n t s . In h i s judgment they would invo lve 
some r i s k to the s e c u r i t y of the nat ion . He would now have to 
cons ider fur ther the i m p l i c a t i o n s for the defence p r o g r a m m e of the 
cut i n 1981-82, and he might need to b r i n g recommendat ions to the 
Defence and O v e r s e a P o l i c y C o m m i t t e e . 

T h e Cabinet -

1. A g r e e d that the Defence Budget should be 
reduced by £200 m i l l i o n i n 1981-82, subject to the 
f o u r condit ions set out by the P r i m e M i n i s t e r i n 
her statement. 

T H E C H A N C E L L O R O F T H E E X C H E Q U E R s a i d that pensions and 
other benefits would be upra ted on 24 N o v e m b e r by 16. 5 per cent 
(11.5 p e r cent for some short t e r m benefits) , c ompared w i t h h i s 
l a t e s t f o recas t for i n f l a t i o n over the 12 months to November 1980 
of 15. 5 p e r cent. He re commended that t h i s overpayment should 
be recouped i n November 1981 by u p r a t i n g r e t i r e m e n t pensions and 
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a l l other benefits by one percentage point l e s s than would be 
n e c e s s a r y to give f u l l p r i c e p r o t e c t i o n . T h i s would i n h i s v i e w 
be comple te ly compat ib le w i t h the G o v e r n m e n t ' s pledge that o v e r 
t i m e i n c r e a s e s i n pens ions should at l e a s t keep pace with i n c r e a s e s 
i n p r i c e s . It would however m e a n that, i f i n any future y e a r the 
upra t ing w e r e to prove l e s s than the i n c r e a s e i n p r i c e s over the 
same p e r i o d , the Government would then be bound i n p r a c t i c e , 
though not i n l a w , to m a k e a compensat ing i n c r e a s e at the next 
u p r a t i n g . Indeed the Government had a l r e a d y done t h i s i n 
November 1979, when they had made good a s h o r t f a l l of 1.9 p e r cent 
r e s u l t i n g f r o m the d e c i s i o n s of the L a b o u r Government . In so far 
as pub l i c sector pensions were i n c r e a s e d i n the same way and by 
the same percentage amounts as r e t i r e m e n t pens ions , t h i s 
abatement should a l s o apply to pub l i c sec tor pens ions as a p p r o p r i a t e . 
He fur ther r e commended that i n c r e a s e s i n unemployment and 
s i c k n e s s benefits and m a t e r n i t y a l l owances should be abated by 
another two percentage po ints to r e f l e c t the expectat ion that 
earn ings would f a l l behind p r i c e s i n the c o m i n g year and the effect 
of expected i n d i r e c t tax i n c r e a s e s on a l c oho l and tobacco p r i c e s . 
T h e 1 p e r cent abatement, but not th i s add i t i ona l 2 p e r cent, and 
some of h i s other p r o p o s a l s f o r s o c i a l s e c u r i t y savings would 
r e q u i r e l e g i s l a t i o n . T h e n e c e s s a r y p r o v i s i o n s cou ld be added to 
the S o c i a l S e c u r i t y B i l l w h i c h was a l r e a d y i n the p r o g r a m m e to give 
effect to the E m p l o y e r s ' Statu to r y S i ck P a y Scheme. 

T H E S E C R E T A R Y O F S T A T E F O R S O C I A L S E R V I C E S s a i d that he 
agreed that i t would be defensible to abate a l l benefits by 
one percentage point i n November 1981 i f the i n c r e a s e i n p r i c e s 
d i d indeed show that there had been o v e r - p r o v i s i o n of that amount 
i n the November 1980 u p r a t i n g . T h e c a l c u l a t i o n of th i s abatement 
would , however , need to take account of the fact that the 
November 1980 upra t ing covered a p e r i o d of 54 weeks . The 
l e g i s l a t i o n would undoubtedly be contested, and amendments would 
be put down on the i n d i v i d u a l benef its , which i n c l u d e d war pens ions , 
w a r d i s a b i l i t y pens ions and the whole range of benefits for the 
d i s a b l e d . He s t rong ly r e commended against any add i t i ona l 
abatement, over and above the one percentage point , of the upra t ing 
of unemployment and s i ckness benefits and m a t e r n i t y a l l owances . 
T h e s e groups were a l r e a d y h e a v i l y affected by the abatement i n 
benefits of f ive percentage points t h i s y e a r and by the d e c i s i o n to 
phase out the earnings r e l a t e d supplement . 

In d i s c u s s i o n i t was argued that, w h i l e a 1 p e r cent abatement might 
not be incons is tent w i th the G o v e r n m e n t ' s pledges on r e t i r e m e n t 
pens ions , i t would be m u c h c r i t i c i s e d and s trong ly at tacked, and i n 
the course of the passage of the n e c e s s a r y l e g i s l a t i o n t h e r e would 
be p r e s s u r e to m a k e exemptions f or p a r t i c u l a r benef its . T h i s 
p r e s s u r e would be expressed i n the f o r m of a s e r i e s of amendments , 
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some o f w h i c h c o u l d w e l l be c a r r i e d aga inst the G o v e r n m e n t . A s 
the C h a n c e l l o r of the E x c h e q u e r had po inted out, i t wou ld m e a n that 
i n p r a c t i c e the G o v e r n m e n t w o u l d bo bound i n fu ture to compensate 
f o r any under p r o v i s i o n , and t h i s c o u l d p r o v e to be e x p e n s i v e . 
T y i n g u p r a t i n g s v e r y p r e c i s e l y to the o u t t u r n o f p r i c e i n c r e a s e s 
c o u l d e n t r e n c h i n d e x - l i n k i n g even m o r e deeply , and m a k e i t m o r s 
d i f f i c u l t to a c h i e v e the l o n g e r t e r m a i m of b r e a k i n g f r o m i n d e x a t i o n , 
as was e s s e n t i a l i f the G o v e r n m e n t w e r e to a c h i e v e f u l l c o n t r o l o v e r 
p u b l i c e x p e n d i t u r e . O n the other hand i t was a r g u e d that , p r o v i d e d 
the abatement was a p p l i e d without except i on to a l l bene f i t s , i t c o u l d 
be p r e s e n t e d as f a i r a n d d e f e n s i b l e a c t i o n i n the l i g h t o f o v e r -
p r o v i s i o n t h i s y e a r . A c t i o n to compensate f o r a n o v e r - p a y m e n t on 
t h i s o c c a s i o n need not t i e the G o v e r n m e n t ' s hands i n t a k i n g a c t i o n 
to b reak w i t h i n d e x a t i o n i n f u t u r e . I n d r a f t i n g the l e g i s l a t i o n , c a r e 
s h o u l d be t a k e n to keep the p r o v i s i o n i n g e n e r a l t e r m s a s now, and 
to a v o i d any s ta tutory l i n k between the u p r a t i n g and the R e t a i l P r i c e 
Index . A l t h o u g h these sav ings would be u n p o p u l a r , they w e r e 
n e c e s s a r y to meet the o v e r a l l ob j e c t i ve of r e d u c i n g p u b l i c expendi ture 
and the P u b l i c S e c t o r B o r r o w i n g R e q u i r e m e n t ( P S B R ) ; and they w e r e 
p r e f e r a b l e to the a l t e r n a t i v e s of o ther p u b l i c expend i ture cuts o r 
i n c r e a s e s i n t a x a t i o n w h i c h w o u l d be h a r m f u l to p r o d u c t i v e i n v e s t m e n t . 

T H E P R I M E M I N I S T E R , s u m m i n g up t h i s p a r t of the d i s c u s s i o n , 
s a i d that the C a b i n e t a g r e e d on ba lance that l e g i s l a t i o n should be 
t a k e n to p r o v i d e f o r the i n c r e a s e s i n a l l benef i ts to be abated at the 
t i m e of the N o v e m b e r 1981 u p r a t i n g to take account of the o v e r -
p r o v i s i o n , c u r r e n t l y e s t i m a t e d at one percentage po i n t , i n the 
N o v e m b e r 1980 u p r a t i n g . T h e Cab ine t 1 s at tent ion h a d been d r a w n 
to the fact that the N o v e m b e r 1980 u p r a t i n g c o v e r e d 54 w e e k s , and 
the d e c i s i o n o n the amount of the abatement shou ld t a k e account of 
t h i s as a p p r o p r i a t e . T h e abatement a p p l i e d to r e t i r e m e n t p e n s i o n s 
shou ld a l s o app ly i n p r i n c i p l e , o ther th ings be ing e q u a l , to p u b l i c 
s e c t o r p e n s i o n s ; the C h a n c e l l o r of the E x c h e q u e r shou ld d i s c u s s 
t h i s f u r t h e r w i t h the L o r d P r e s i d e n t o f the C o u n c i l and o ther 
M i n i s t e r s c o n c e r n e d . T h e C a b i n e t d i d not ac cept the p r o p o s a l that 
u n e m p l o y m e n t and s i c k n e s s benefit and m a t e r n i t y a l l o w a n c e s should 
be abated by a f u r t h e r two p e r c e n t a g e p o i n t s . T h i s wou ld p l a c e an 
unacceptab le burden on f a m i l i e s and on the u n e m p l o y e d at a t i m e of 
of m o u n t i n g u n e m p l o y m e n t . 

T h e C a b i n e t -

2 . A g r e e d that at the N o v e m b e r 1981 u p r a t i n g 
the i n c r e a s e i n a l l benef i ts shou ld be abated as 
i n d i c a t e d i n the P r i m e M i n i s t e r ' s s u m m i n g up to 
t a k e account o f the o v e r - p a y m e n t i n the 
N o v e m b e r 1980 u p r a t i n g . 
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3. Invi ted the C h a n c e l l o r of the E x c h e q u e r 
to ensure , i n consul tat ion w i th the L o r d P r e s i d e n t 
of the C o u n c i l and other M i n i s t e r s concerned , that 
th i s abatement was appl ied i f and as appropr ia te to 
publ i c sector pens i ons . 

4. Took note that these d e c i s i o n s would r e q u i r e 
l e g i s l a t i o n , although those r e l a t i n g to s o c i a l 
s e c u r i t y benefits c ou ld be dealt w i th by addit ions 
to the S o c i a l S e c u r i t y B i l l w h i c h was a l r e a d y 
i n c l u d e d i n the l e g i s l a t i v e p r o g r a m m e . 

In d i s c u s s i o n of fur ther p r o p o s a l s for savings i n the s o c i a l s e c u r i t y 
p r o g r a m m e the fo l l owing points were made -

a . It was agreed that the i n c r e a s e i n c h i l d benefit 
i n November 1981 should be abated by the same percentage 
as tax t h r e s h o l d i n c r e a s e s were abated i n the next Budget . 

b. It had long been argued that the wai t ing p e r i o d before 
f lat ra te unemployment and s i ckness benefits were p a i d 
should be extended beyond the present three d a y s . It was 
agreed , however , that t h i s change cou ld not be made at a 
t i m e when i t would add to the burdens on the unemployed 
and poor f a m i l i e s . 

c. It was agreed that the pensions earn ing r u l e , wh i ch 
at p r e s e n t a l l o w s a p e r s o n to e a r n up to £52 p e r week before 
h i s pens ion i s docked , should be f r o z e n f o r one y e a r f r o m 
November 1981 i n addit ion to the f reeze a l r e a d y apply ing f r o m 
November 1980. T h e r e was a Mani fes to c ommitment to 
a b o l i s h the earnings r u l e d u r i n g th is P a r l i a m e n t but to 
f r eeze i t would not b reak that p ledge . 

d . It was agreed not to a c c e l e r a t e the phas ing out of 
c h i l d dependency addit ions to unemployment and short - t e r m 
benef i ts . 

e. It was agreed not to ho ld back supplementary benefit 
c h i l d r e n ' s r a t e i n o r d e r that the cash d i f f e r e n t i a l between 
th i s and c h i l d benefit d i d not w iden . T h e m a j o r i t y of 
f a m i l i e s e l i g i b l e , i n c l u d i n g t w o - t h i r d s of the c h i l d r e n , 
r e c e i v e d benefit because the parents were e i ther c h r o n i c a l l y 
s i c k o r s ing le . T h e p r o p o s a l would there f o re h i t the poores t 
f a m i l i e s and the argument that the present d i f f e r e n t i a l was a 
d i s incent ive to work was l a r g e l y i r r e l e v a n t . It was noted 
that the C h a n c e l l o r of the Exchequer and the S e c r e t a r y of State 
for S o c i a l S e r v i c e s would cons ider the p o s s i b i l i t y of m a k i n g 
changes i n the longer t e r m which m i g h t deal w i th the r e m a i n i n g 
bene f i c i a r i e s to whom the d i s incent ive argument was r e l e v a n t . 
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f. It was noted that i t would be c o n t r a r y to the 
G o v e r n m e n t ' s c o m m i t m e n t s e i ther to suspend the C h r i s t m a s 
bonus o r to i gnore a l coho l and tobacco duties when upra t ing 
pens ions . 

g . It was agreed that the upper earnings l i m i t f o r 
N a t i o n a l Insurance contr ibut ion purposes should be set at 
£200 a week f r o m A p r i l 1981 r a t h e r than the £190 a week 
hi therto env isaged . T h i s d e c i s i o n would not affect p u b l i c 
expenditure tota ls but i t would reduce the P S B R by about 
£100 m i l l i o n i n 1981-82. 

T H E P R I M E M I N I S T E R , s u m m i n g up t h i s p a r t of the d i s c u s s i o n , s a i d 
that , i n so far as the changes agreed by the Cabinet r e q u i r e d 
l e g i s l a t i o n , the n e c e s s a r y p r o v i s i o n s could be made i n the S o c i a l 
S e c u r i t y B i l l a l r e a d y i n the p r o g r a m m e , and i n the l e g i s l a t i o n 
r e q u i r e d to i n c r e a s e the N a t i o n a l Insurance contr ibut i on . 

T h e Cabinet -

5. A g r e e d that the i n c r e a s e i n c h i l d benefit 
i n November 1981 should be abated by the same 
percentage as tax t h r e s h o l d i n c r e a s e s were 
abated i n 1981-82. 

6. A g r e e d that the pensions earnings r u l e 
should be f r o z e n for a f u r t h e r y e a r f r o m 
November 1981. 

7. A g r e e d that the upper earnings l i m i t for 
Nat i ona l Insurance contr ibut ion purposes should 
be set at £200 a week f r o m A p r i l 1981. 

T H E C H A N C E L L O R O F T H E E X C H E Q U E R s a i d that he recommended 
that 1 p e r cent should be cut f r o m the cash l i m i t e d hea l th p r o g r a m m e 
to y i e l d £60 m i l l i o n a y e a r , wi th the savings being found f r o m 
i m p r o v e m e n t s i n e f f i c iency . 

T H E S E C R E T A R Y O F S T A T E F O R S O C I A L S E R V I C E S r e c a l l e d that 
the Cabinet had p r e v i o u s l y agreed that, r a t h e r than reduce pub l i c 
expenditure on the Nat i ona l H e a l t h S e r v i c e (NHS), there should be 
an i n c r e a s e i n the employees ' N a t i o n a l H e a l t h S e r v i c e contr ibut i on . 
The m o s t that he could now of fer by way of savings on i m p r o v e d 
e f f i c iency , and without damaging cuts i n s e r v i c e s , was £25 m i l l i o n 
a y e a r . 
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T H E P R I M E M I N I S T E R , s u m m i n g up a short d i s c u s s i o n , sa id that 
the Cab inet agreed that the p u b l i c expenditure saving on the hea l th 
p r o g r a m m e should be £25 m i l l i o n a y e a r as proposed, by the 
S e c r e t a r y of State f o r S o c i a l S e r v i c e s . 

T h e Cabinet -

8. A g r e e d that the cash c o n t r o l l e d heal th 
p r o g r a m m e i n E n g l a n d should be reduced by 
£25 m i l l i o n a y e a r f r o m 1981-82 to 1983-84 and 
that c o r respond ing reduct ions should be made 
under the f o r m u l a a r r a n g e m e n t s i n the heal th 
p r o g r a m m e s for Scot land, Wales and 
N o r t h e r n I r e l a n d . 

T H E S E C R E T A R Y O F S T A T E F O R S C O T L A N D r e c a l l e d that he had 
a d v i s e d the Cabinet that the m o s t he cou ld of fer under the present 
a r r a n g e m e n t s for d e t e r m i n i n g Scot land ' s share of pub l i c expenditure 
on comparab le s e r v i c e s was £10 m i l l i o n a y e a r . He had now agreed 
w i th the C h i e f S e c r e t a r y , T r e a s u r y , to cons ider whether i t would be 
p r a c t i c a b l e w i t h i n these a r r a n g e m e n t s to i n c r e a s e the savings to 
£20 m i l l i o n i n 1982-83 and £30 m i l l i o n i n 1983-84. These addi t iona l 
savings could be made on ly i f they were not incons i s tent w i th the 
p r e s e n t f o r m u l a a r r a n g e m e n t s . 

The Cabinet -

9. A g r e e d that , i n add i t i on to reduct ions 
under the f o r m u l a a r r a n g e m e n t s , the 
Sco t t i sh Of f ice p r o g r a m m e should be reduced 
by £10 m i l l i o n i n each year f r o m 1981-82 to 
1983-84 and that the S e c r e t a r y of State for 
Scot land should agree w i t h the C h i e f S e c r e t a r y , 
T r e a s u r y , whether these reduct ions could be 
i n c r e a s e d to £20 m i l l i o n i n 1982-83 and 
£30 m i l l i o n i n 1983-84. 

T H E P R I M E M I N I S T E R , s u m m i n g up, s a i d that the Cabinet had now 
completed i t s d i s c u s s i o n of pub l i c expenditure i n 1981-82. The 
C h a n c e l l o r of the Exchequer would make a statement i n the week 
beginning 24 November on t h i s and other economic and f i n a n c i a l 
m a t t e r s . In the m e a n t i m e i t was e s s e n t i a l that no de ta i l s should 
be r e v e a l e d of the Cab ine t ' s d e c i s i o n s . The P r e s s would be t o l d 
s i m p l y that the Cabinet had now concluded t h e i r d i s c u s s i o n s on pub l i c 
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expenditure and that the C h a n c e l l o r of the E x c h e q u e r would be 
m a k i n g a statement i n the fo l l owing week. T h e C h a n c e l l o r of the 
E x c h e q u e r would p u b l i s h i n the O f f i c i a l R e p o r t , at the same t i m e 
as h i s statement, de ta i l s of the p r o g r a m m e s now agreed for 
1981-82. H e should c l e a r h i s text w i th M i n i s t e r s r e s p o n s i b l e f or 
p r o g r a m m e s . H e should a l so c i r c u l a t e i n t i m e for d i s c u s s i o n i f 
n e c e s s a r y at the C a b i n e t ' s m e e t i n g on 27 November a m e m o r a n d u m 
s u m m a r i s i n g the totals for each p r o g r a m m e i n 1982-83 and 1983-84. 
T h e C h i e f S e c r e t a r y , T r e a s u r y , v»culd announce the E x t e r n a l 
F i n a n c i n g L i m i t s of the na t i ona l i s ed i n d u s t r i e s i n the week beginning 
24 N o v e m b e r , and sponsor M i n i s t e r s should now r e a c h agreement 
u r g e n t l y w i t h h i m on any outstanding i s s u e s . The S e c r e t a r y of State 
f or the E n v i r o n m e n t should c l e a r h i s statement on l o c a l author i ty 
expenditure wi th the C h i e f S e c r e t a r y , T r e a s u r y , w i th M i n i s t e r s 
r e s p o n s i b l e f or l o c a l author i ty expenditure i n E n g l a n d , and w i th the 
S e c r e t a r i e s of State for Scot land and W a l e s . In p a r t i c u l a r he should 
r e a c h agreement w i t h them on the quest ion whether h i s statement 
should r e v e a l the G o v e r n m e n t ' s assumpt ions f or expenditure on 
i n d i v i d u a l s e r v i c e s . It was e s s e n t i a l that these and other m a j o r 
s tatements , whether o r a l o r w r i t t e n , should be c l e a r e d i n good t i m e 
wi th a l l M i n i s t e r s concerned , i n c l u d i n g the C h a n c e l l o r of the Duchy 
of L a n c a s t e r and the C h i e f W h i p . T h e l e g i s l a t i v e p r o g r a m m e was 
a l r e a d y h e a v i l y burdened and the d e c i s i o n s r e a c h e d on s o c i a l 
s e c u r i t y m e a s u r e s would add to the p r e s s u r e s on the P a r l i a m e n t a r y 
t i m e t a b l e . T h e Cabinet noted that i t would be v e r y d i f f i cu l t to 
accommodate any fur ther B i l l s without r e - e x a m i n i n g p r i o r i t i e s 
w i t h i n the present l e g i s l a t i v e p r o g r a m m e . 

T h e Cabinet -

10. Took note, w i th a p p r o v a l , of the P r i m e 
M i n i s t e r ' s s u m m i n g up of t h e i r d i s c u s s i o n . 

11. Invi ted the C h a n c e l l o r of the E x c h e q u e r 
to agree w i th spending M i n i s t e r s the t e r m s of h i s 
statement g iv ing de ta i l s of each p r o g r a m m e i n 
1981-82. 

12. Inv i ted the S e c r e t a r y of State f or the 
E n v i r o n m e n t to agree w i th the M i n i s t e r s r e s p o n s i b l e 
f o r l o c a l author i ty expenditure i n E n g l a n d , the 
S e c r e t a r i e s of State for Scot land and W a l e s , and 
the C h i e f S e c r e t a r y , T r e a s u r y , the text of h i s 
statement on l o c a l author i ty expenditure i n E n g l a n d . 
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13. Invited M i n i s t e r s sponsor ing the 
nat i ona l i sed i n d u s t r i e s to r e a c h agreement 
u r g e n t l y wi th the C h i e f S e c r e t a r y , T r e a s u r y , 
on any outstanding i s s u e s on the E x t e r n a l 
F i n a n c i n g L i m i t s of the nat i ona l i sed i n d u s t r i e s 
which he would announce i n the week 
beginning 24 N o v e m b e r . 

14. Invi ted the C h a n c e l l o r of the Exchequer 
to c i r c u l a t e , i n t i m e for d i s c u s s i o n i f n e c e s s a r y 
at t h e i r m e e t i n g on 27 N o v e m b e r , a m e m o r a n d u m 
s u m m a r i s i n g h i s p r o p o s a l s f o r each p r o g r a m m e 
i n 1982-83 and 1983-84. 

Cab inet Off ice 

20 November 1980 
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